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I.  LATIN  AMERICA’S  FOREIGN  TRADE  BEFORE 
AND  DURING  THE  SECOND  WORLD  WAR 

1 . Its  Sevii-Colonial  Character 

The  outstanding  feature  of  the  economy  of  most  of  Latin  America  up 
to  the  present  time  has  been  semi-colonial  in  character.  The  Latin 
American  countries  have  complete  independence  politically;  but  their 
economies  depend  to  a very  large  extent  on  foreign  enterprise  and 
capital,  on  trade  with  other  parts  of  the  world,  and  on  the  exportation 
of  one  or  a few  raw  materials  and  food  stuffs. 

During  the  long  colonial  period  of  Latin  America,  from  the  early 
sixteenth  to  the  early  nineteenth  century,  the  development  of  the  eco- 
nomic life  was  seriously  hampered  by  the  restrictive  mercantilist  policies 
of  Spain  and  Portugal.  Any  industry  which  might  have  competed  with 
the  products  of  the  mother  countries  was  discouraged.  Production  and 
commerce  suffered  from  a great  variety  of  taxes,  fees,  and  uneco- 
nomical regulations  of  transportation  and  communications.  The  exist- 
ing social  structure  benefited  a small  ruling  class  who  lived  on  the  labor 
of  Indian  serfs  and  Negro  slaves.  The  vast  majority  of  the  colonial 
population  was  kept  in  ignorance  and  utter  dependence  on  its  social 
superiors.  Foreign  enterprises  and  ideas  which  might  have  created  new 
lines  of  production  were  excluded  as  far  as  possible. 

Under  these  circumstances  there  was  little  incentive  for  active  eco- 
nomic development,  for  the  opening  of  new  frontiers,  for  the  introduc- 
tion of  new  industries  or  more  efficient  methods  of  production.  Colonial 
society  in  Latin  America,  much  more  so  than  in  Anglo-America,  was 
essentially  stationary,  and  many  of  the  economic  and  social  problems 
of  Latin  America  today  have  their  origin  in  that  colonial  society. 

Most  Latin  American  countries  gained  their  national  independence 
approximately  half  a century  later  than  the  United  States,  and  some  of 
them  became  independent  nations  only  about  half  a century  ago.  Political 
independence  did  not  bring  about  any  basic  economic  or  social  changes. 
It  is  true  that  foreign  trade  became  freer  and  could  then  be  carried  on  with 
many  countries.  Foreign  capitalists  and  businessmen  could  and  did  come 
to  Latin  America  and  provided  new  ideas  and  employment.  On  the  other 
hand,  wealth,  education,  and  political  power  remained  limited  for  a long 
time  to  a small  minority  of  prominent  families  with  large  land  holdings, 
the  church,  and  professional  politicians.  The  large  masses  of  the  people 
could  not  become  independent  farmers  or  businessmen  because  they  were 
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lacking  in  knowledge,  capital,  and  training.  Immigration  from  Europe 
remained  small  and  numerically  insignificant  in  most  countries,  in  con- 
trast to  the  United  States  where  European  immigrants  furnished  an  in- 
dispensable labor  supply  for  gro.wing  industries  and  railroads  and  helped 
settle  the  central  and  western  parts  of  the  North  American  continent. 

These  simple  facts  may  help  to  explain  why  the  economic  activity  of 
most  parts  of  Latin  America  is  still  poorly  developed.  In  the  first  place, 
the  population  is  small : in  all  the  twenty  republics  covering  an  area  more 
than  two  and  one  half  times  larger  than  that  of  the  continental  United 
States,  we  find  approximately  135,000,000  people,  or  less  than  in  the 
U.  S.  A.  The  distribution  of  this  population  is  extremely  unequal;  a 
large  proportion  is  concentrated  around  a few  big  cities,  on  high 
plateaus  in  tropical  countries  and  near  the  coast  or  along  important 
rivers,  while  huge  areas  of  the  interior,  especially  in  South  America,  re- 
main practically  empty  and  economically  untouched. 

Small  population  means  insufficient  labor  supply  for  new  industries 
and  small  demand  for  products.  The  purchasing  power  of  Latin  Ameri- 
ca’s population  is  reduced  even  more  by  the  extremely  low  productivity 
of  most  of  the  people  who  live  practically  in  a state  of  self-sufficiency. 

In  1943,  a large  chemical  and  pharmaceutical  concern  in  the  United 
States  attempted  to  estimate  the  potential  sales  of  its  products  in  Latin 
America.  It  calculated  that  the  purchasing  power  of  Mexico,  with 
20,000,000  people,  was  then  less  than  that  of  Connecticut  (population 
1,700,000),  the  purchasing  power  of  Brazil,  with  45,000,000  people, 
less  than  that  of  California  (population  6,000,000).  At  the  same  time 
the  over-all  income  of  the  135,000,000  Latin  Americans  was  estimated 
at  I15  billion  a year  or  a little  over  |ioo  per  person.  That  of  the  people 
of  the  United  States,  only  slightly  more  numerous,  was  then  estimated 
as  $149  billion  or  more  than  $1,000  per  person.  An  Ecuadorean  econo- 
mist^ estimated  in  1942  that  of  the  approximately  750,000  families  in 
his  country,  two-thirds  (500,000)  had  an  income  of  50  sucres  (about  $7) 
or  less  per  month.  This  included  the  entire  Indian  population.  210,000 
families  had  an  income  of  between  50  and  100  sucres.  Of  the  remaining 
families,  about  15,000  earned  between  100  and  300  sucres  a month, 
and  only  600,  or  less  than  one  per  cent,  more  than  300  sucres  (about  $43) . 

Intimately  related  to  the  level  of  productivity  are,  of  course,  nutri- 
tion, health,  and  life  expectancy.  The  National  Council  of  Nutrition  of 

1 Luis  Eduardo  Lasso,  Revista  de  Derecho  y Ciencias  Sociales,  Universidad  Central 
de  Quito,  Epoca  2a.,  Vol.  Ill,  No.  17,  1942,  pp.  84-85. 


Chile  holds  that  the  minimum  consumption  requirement  is  2,400  calories 
and  70  protides.  The  statistical  average  diet  in  Chile  in  1938  was  found 
to  be  2,288  calories  and  68.5  protides. ^ “The  average  Salvadorian 
today  has  only  one-half  to  two-thirds  of  the  calories  he  needs  for  a 
vigorous,  healthy  life.”^  Tuberculosis  deaths  in  1940  in  the  United 
States  were  45.9  per  100,000  population;  in  Panama  210;  in  Brazil  250; 
and  in  Chile  276.  The  annual  death  rate  per  100,000  population  was 
then  9.8  in  New  York  City;  23.8  in  Mexico  City;  and  24.8  in  Santiago, 
Chile.  The  infant  mortality  rate  (death  of  infants  of  less  than  one  year 
of  age,  per  1,000  live  births)  was  then  46  in  the  United  States,  in  com- 
parison with  217  in  Chile.  Life  expectancy  in  the  United  States  in  1940 
was  62.5  years  for  whites;  in  Chile  35  years  for  the  entire  population; 
and  in  Peru  less  than  32  years.  In  other  words,  the  average  Latin  Ameri- 
can cannot  look  forward  to  living  much  more  than  one-half  of  the  time 
the  average  white  North  American  lives. 

Another  negative  factor  is  the  low  development  of  popular  education. 
A first  prerequisite  for  economic  development  is  a knowledge  of  better 
opportunities  and  of  the  way  to  attain  them.  People  who  for  generations 
have  lived  in  virtual  isolation  without  any  educational  opportunities, 
harassed  by  malnutrition,  endemic  diseases,  and  without  belief  in  mate- 
rial progress,  cannot  be  expected  to  detect  better  opportunities  and  to 
take  advantage  of  them.  Such  people  will  rather  continue  to  live  at  the 
subsistence  level  and  will  give  outsiders  the  impression  of  being  hope- 
lessly backward. 

Whatever  economic  progress  Latin  America  has  made  in  the  last 
century  and  a quarter  has  been  to  a large  extent  the  work  of  recent  im- 
migrants and  their  descendants  and  of  foreign  corporations.  It  was  they 
who  introduced  the  modern  livestock  and  meat-packing  industries  in  the 
La  Plata  basin  (Argentina  and  Uruguay),  who  developed  the  large- 
scale  sugar  industry  in  Cuba,  the  important  banana,  cacao,  and  fiber 
economy  of  Central  America,  mining  in  Mexico,  Peru,  Chile  and  partly 
Bolivia,  oil  production  in  Mexico,  Venezuela,  and  Colombia.  European 
and,  later  on.  North  American  businessmen  opened  Latin  America  to 
foreign  imports  and  became  instrumental  in  providing  Latin  American 
export  commodities  for  consumers  and  for  manufacturing  industries  in 
Europe  and  the  United  States.  Native  capital  existed  in  Latin  America 
in  the  form  of  the  fortunes  of  the  traditional  ruling  class.  However,  its 

2 According  to  Dr.  Salvador  Allende  G.,  La  reaJidad  medico-social  chilena,  Santiago, 
Chile:  JVIinisterio  de  Salubridad,  1939. 

3 William  Vogt,  The  Population  of  El  Salvador  and  Its  Natural  Resources,  Washington, 
D.  C. ; Pan  American  Union,  1946,  p.  3. 
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owners  were  in  most  cases  too  timid  to  risk  their  capital  in  new  and  un- 
tried enterprises.  Therefore,  it  was  up  to  foreign  capitalists  and  cor- 
porations to  take  the  initiative  in  introducing  new  lines  of  production. 
Under  these  circumstances  it  is  not  surprising  that  foreigners  gained 
strongholds  in  the  economy  of  most  Latin  American  countries  and  that 
they  came  to  exercise  considerable  political  influence  in  some  of  them. 
It  was  also  natural  that  these  foreigners  were  more  interested  in  develop- 
ing profitable  lines  of  export  and  import  rather  than  in  catering  to  the 
domestic  economy  of  the  insufficiently  developed  countries  in  the  south. 

In  this  way  most  Latin  American  countries  came  to  specialize  in  the 
production  of  a few  raw  materials  for  foreign  markets,  in  accordance 
with  their  geographic  and  social  conditions  and  the  circumstances  pre- 
vailing in  the  world  market.  Thus,  Cuba  and  the  Dominican  Republic 

TABLE  I 

LEADING  EXPORT  COMMODITIES  OF 
LATIN  AMERICAN  COUNTRIES 

% of  All 
Other  Ex- 

First  Export  % of  Total  Second  Export  % of  Total  port 
Country  Commodity  Exports  Commodity  Exports  Com- 
modities 


El  Salvador 

Coffee 

89.2 

Gold  and  Silver 

5-7 

51 

\Tnezuela 

Oil 

89.0 

Coffee 

5-2 

U8 

Honduras 

Bananas 

82.3 

Gold  and  Silver 

9.0 

8.7 

Panama 

Bananas 

73.6 

Cacao 

II. 8 

14.6 

Cuba 

Sugar 

72-7 

Tobacco 

5-9 

21.4 

Bolivia 

Tin 

71 .4 

Silver 

12.3 

16.3 

Guatemala 

Coffee 

70.2 

Bananas 

25.0 

4.8 

Haiti 

Coffee 

62 . 1 

Cotton 

•5-3 

22  .6 

Dominican  Republ 

c Sugar 

59.8 

Cacao 

13-3 

26.9 

Colombia 

Coffee 

58.4 

Oil 

17.9 

23-7 

Costa  Rica 

Coffee 

57.5 

Bananas 

23-5 

19.2 

Brazil 

Coffee 

45-5 

Cotton 

19. 1 

35-4 

Argentina 

Cereals 

42.1 

Meat 

22.7 

35-2 

Uruguay 

Wool 

40.4 

Meat 

9-4 

49.2 

Chile 

Copper 

38.0 

Nitrates 

28.2 

33.8 

Mexico 

Minerals 

36.6 

Gold  and  Silver 

30.3 

331 

(not  precious) 

Nicaragua 

Coffee 

34-5 

Gold 

26.3 

39-2 

Peru 

Cotton 

27-3 

Oil 

23.2 

49-5 

Paraguay 

Cotton 

26.6 

Timber 

24.6 

48.8 

(&  timber  extracts) 

Ecuador 

Cacao 

23.2 

Oil 

15.6 

61 .2 
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exported  sugar;  most  of  the  Central  American  republics  coffee  and 
bananas;  Brazil  and  Colombia  coffee;  Argentina  and  Uruguay  livestock 
products;  Mexico  and  the  west  coast  countries  of  South  America  min- 
erals; and  Venezuela,  during  the  last  twenty-five  years,  came  to  depend 
on  oil  for  three-fourths  or  more  of  her  total  export  trade. 

Table  I gives  an  idea  of  the  extent  of  one-  and  two-crop  economy  ex- 
isting in  1938,  the  last  complete  year  before  World  War  II,  in  the  for- 
eign trade  of  the  various  Latin  American  countries  and  of  the  commod- 
ities involved. 

In  1938  the  following  eight  commodities  represented  fully  62.1  per 
cent  of  the  entire  export  trade  of  Latin  America  (in  order  of  value) : 
petroleum,  coffee,  meats,  sugar,  copper,  wool,  cotton,  and  various  ores, 
exclusive  of  copper  and  tin. 

On  the  other  hand — and  this  is  another  aspect  of  the  same  situation 
— many  countries  of  the  area  imported  from  very  distant  parts  consid- 
erable amounts  of  staple  goods  which  they  would  have  been  quite  able 
to  produce  themselves  with  proper  organization  and  more  ample  labor 
supply.  Despite  their  abundant  and  fertile  soils,  Argentina  and  Uruguay 
were  dependent  upon  outside  supplies  of  potatoes,  rice,  and  vegetable 
oils,  quite  important  for  the  diet  of  their  populations;  Peru  upon  rice, 
wheat,  tobacco,  cacao,  tea,  and  jute  (this  latter  indispensable  for  the 
sacks  in  which  Peruvian  sugar  is  shipped) . Mexico  had  to  secure  abroad 
approximately  one-fifth  of  its  wheat,  besides  vegetable  oils,  corn,  copra, 
and  fish  (with  two  long  coast  lines  on  seas  teeming  with  fish!).  Panama, 
with  vast  woods  covering  most  of  the  country  and  with  equally  plentiful 
fishery  resources,  imported  timber  and  canned  fish  from  the  United 
States  and  rice  from  the  Far  East.  And  Bolivia’s  purchases  of  this  type 
of  articles  amounted  to  more  than  one-third  of  its  total  imports. 

It  goes  without  saying  that  under  these  circumstances  most  manu- 
factured goods  had  to  be  obtained  abroad  in  exchange  for  the  exports  of 
staple  commodities.  Argentina  shipped  to  Europe  untanned  hides  and 
skins,  plus  the  quebracho  extract  for  tanning  them,  and  got  them  back 
in  the  form  of  shoes.  South  American  wool  and  cotton  came  back  from 
more  highly  industrialized  countries  in  the  form  of  textiles  and  clothes. 
Mexican  henequen  (hemp)  went  to  the  United  States  to  be  made  into 
rope.  Even  the  refining  of  Mexican  and  Venezuelan  oil  and  the  smelting 
of  Chilean  copper  was  done  elsewhere."^ 

4 Notable  changes  have  taken  place  recently  in  some  of  these  cases.  See  Chapter 

I.  3- 
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This  state  of  affairs  naturally  resulted  in  an  unusually  marked  de- 
pendence of  those  countries  on  foreign  markets.  Foreign  sales  account 
for  over  one-third  of  domestic  production  in  most  Latin  American  coun- 
tries, compared  with  only  8 to  lo  per  cent  in  the  United  States.  How- 
ever, as  a large  proportion  of  the  people  in  most  Latin  American  coun- 
tries live  practically  in  a state  of  self-sufficiency  or  produce  only  a 
limited  amount  of  simple  foodstuffs  for  the  local  market,  the  percentage 
of  people  directly  dependent  on  foreign  commerce  is  relatively  limited. 

While  this  type  of  highly  specialized  one-  or  two-crop  economy  cor- 
responded fairly  well  to  the  principle  of  international  division  of  labor 
based  on  comparative  advantages,  it  posed  increasingly  serious  problems 
to  the  Latin  Americans.  Every  time  an  economic  depression  or  a war 
broke  out  elsewhere  in  the  world,  Latin  American  exports  decreased 
drastically,  employment  shrunk  and  government  revenues  decreased  to 
the  point  where  public  works  had  to  be  abandoned,  public  employees 
could  not  be  paid,  and  foreign  debt  services  had  to  be  suspended.  Social 
and  political  unrest  often  resulted  from  such  situations.  In  times  of 
war  supply  sources  of  vitally  important  consumer  goods  disappeared  and 
transportation  and  communications  with  belligerent  countries  were  in- 
terrupted. Crop  failures  of  important  export  commodities  sometimes  had 
catastrophic  consequences  for  the  entire  national  economy.  Restrictive 
nationalistic  or  imperial  trade  policies  of  large  and  more  highly  de- 
veloped industrial  countries  such  as  Germany,  France,  the  United 
States,  and  (since  the  early  1930’s)  Britain,  hurt  Latin  American  coun- 
tries grievously,  particularly  in  the  period  between  the  two  world  wars. 

For  all  these  reasons  Latin  Americans  have  become  increasingly  dis- 
satisfied with  the  so-called  semi-colonial  and  mono-cultural  economic 
structure  of  their  countries  which  has  prevailed  for  the  last  century. 
Since  the  First  World  War  and  even  more  since  the  outbreak  of  the 
Second  World  War  in  Europe,  the  general  trend  of  economic  policies  in 
Latin  America  has  been  toward  diversification  of  their  economies  and  a 
higher  degree  of  self-sufficiency. 

2 . General  Structure  of  Latin  America's  Foreign  Trade 

Latin  America  is  not  a homogeneous  unit.  It  consists  of  twenty  dif- 
ferent countries  in  various  stages  of  general  development  and  with 
extremely  different  geographic  conditions,  social  and  economic  charac- 
teristics. Most  important  differences  exist  between  such  countries  as 
Uruguay,  Argentina,  and  Costa  Rica  on  one  side  and  Paraguay,  Bolivia, 
and  Honduras  on  the  other.  Even  within  the  same  country  obvious 
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contrasts  can  be  found  between  various  areas  or  between  urban  and 
rural  districts.  We  find  a wide  range  of  altitudes,  climatic  zones,  soil 
conditions,  and  almost  all  stages  of  economic  development,  from  primi- 
tive nomadic  economies  to  advanced  heavy  industries  represented  in 
some  parts  of  this  group  of  twenty  countries  to  which  we  refer  rather 
loosely  under  the  common  denominator  of  Latin  America. 

Yet,  with  this  important  qualification,  it  is  possible  to  make  some  gen- 
eral statements  about  the  entire  area,  particularly  with  regard  to  cer- 
tain problems  which  all  nations  of  Latin  America  have  in  common  and 
which  set  them  apart  from  the  United  States  and  certain  parts  of  Europe. 

With  respect  to  leading  export  commodities,  three  principal  groups  of 
countries  may  roughly  be  distinguished:  First,  the  mineral  exporting 
countries  comprising  Mexico  (silver,  lead,  copper,  oil),  Venezuela  (oil), 
and  the  west  coast  countries  of  South  America:  Colombia  (oil,  gold), 
Peru  (copper,  silver,  oil),  Bolivia  (tin,  zinc,  silver,  gold),  and  Chile  (cop- 
per and  nitrates) . 

Second,  the  agricultural  and  livestock  countries  of  temperate  climate : 
the  La  Plata  countries  of  Argentina,  Uruguay,  and  Paraguay  with  their 
highly  developed  exports  of  meat,  wool,  hides  and  skins  and  (in  the  case 
of  Argentina)  cereals.  The  southernmost  part  of  Brazil  should  be  added 
to  this  group. 

Third,  the  agricultural  countries  of  tropical  climate  comprising  most 
of  Brazil  (coffee,  cotton,  cacao,  and  vegetable  oils),  Cuba  and  the 
Dominican  Republic  with  their  sugar  and  tobacco,  the  Central  American 
countries  as  well  as  part  of  Mexico  and  Colombia  with  their  bananas. 
In  Colombia,  Guatemala,  El  Salvador  and  Costa  Rica  coffee  outranks 
bananas.  Cacao  exports  are  of  increasing  value  in  Costa  Rica,  Panama 
and  the  Dominican  Republic.  We  might  also  remember  the  importance 
of  cotton  for  Peru  and  Ecuador  and  of  hemp  (henequen,  sisal  and  abaca) 
for  parts  of  Mexico,  Cuba,  Haiti,  and  Central  America. 

This  brief  enumeration  can  help  us  understand  to  what  parts  of  the 
world  the  principal  export  commodities  of  these  three  groups  of  coun- 
tries go.  Obviously,  the  minerals  of  the  first  group  of  countries  are  nor- 
mally in  demand  in  highly  developed  industrial  countries  such  as  Bri- 
tain, Germany,  the  United  States  and  in  the  smaller  industrial  countries 
in  Europe.  The  second  group  of  countries,  producing  meat  and  cereals, 
have  never  been  able  to  find  a large  market  in  the  United  States  be- 
cause their  products  compete  with  United  States  products  on  the  world 
market  rather  than  to  complement  United  States  production.®  Their 

6 However,  substantial  amounts  of  canned  meats  have  been  exported  from  the 
La  Plata  countries  to  the  United  States. 
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rABLE  11 

GEOGRAPHIC  DISTRIBU  1 ION  OE  LA  UN  AMERICA’S  EXPORTS 
AMONG  PRINCIPAL  CUSTOMERS— 1939 


Country 
and  Region 

Total 
Exports 
in  1,000 

u.s.  s 

To 

U.S.A. 

lb 

United 

Kingdom 

Exports 

In  per  cent  of  total  exports 

lb  To  To 

France  Germany  Italy 

To 

Japan 

Mexico 

176,489 

74-^ 

5.8 

1 .6 

5.6 

' -7 

1 .0 

Guatemala 

16,985 

70.7 

04 

04 

1 1 .5 

0.2 

— 

El  Salvador 

59  9 

0 . 2 

0.5 

9.0 

I . I 

0.03 

Honduras 

9,867 

90.7 

1 .8 

— 

I 9 

0 . 1 

0.2 

Nicaragua 

8,301 

77-5 

• -3 

2 .0 

10.9 

0.06 

0.5 

Costa  Rica 

9,086 

45.6 

16.9 

0.9 

25,1 

0.8 

0.6 

Panama 

Cuba 

00 

85.8 

75-3 

1-3 

12  2 

I , 2 

4.0 

1 .0 

0.3 

0. 1 

Haiti 

7,268 

34-4 

18.9 

2 1 .0 

3‘ 

04 

0.07 

Dominican 

Republic 

18,643 

27.1 

36.3 

11.9 

2 . 1 

04 

\Tnezuela 

298,871 

15.8 

4-4 

1 .8 

I 9 

0.5 

0.02 

Colombia 

100,885 

68.0 

1 -4 

31 

7-3 

1-3 

0.03 

CARIBBEAN 
REGION  810,297 

50.3 

6.5 

2 . 1 

3 9 

0.8 

0.3 

BRAZIL 

305.395 

36  I 

9.6 

6.3 

12 . 1 

2-4 

5-4 

Ecuador 

1 1 ,360 

49  I 

3-7 

6.5 

6.8 

■f 

3-9 

Peru 

72,089 

30  4 

19.6 

5.6 

6.0 

0.7 

2-4 

Bolivia 

43,003 

9-^- 

64.8 

0.02 

0.5 

1 . 2 

Chile 

1 38,368 

30.5 

12.2 

4-7 

8.4 

3-7 

1.8 

SOUTH  AMERICAN  WEST 

COAST 

REGION  264,840  27.8  22.8 

4.8 

6.4 

2 2 

I 9 

Argentina 

4M,543 

1 2 .0 

35-9 

4.8 

5-7 

2 . 1 

0.7 

Uruguay 

50,683 

13.8 

18.5 

3.8 

12.1 

6.0 

1 .8 

Paraguay 

8,32 1 

14-7 

7-9 

1 .8 

5.0 

0.4 

0.02 

LA  PLATA 

REGION 

484,547 

12.2 

33.6 

4-7 

6.2 

2-5 

0.8 

LATIN  AMERICA- 
TOTAL  1,865,059 

34-9 

16.3 

3.8 

6.2 

1-7 

1-5 

Source:  American  Republics  LJnit,  United  States  Department  of  Commerce. 
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TABLE  III 

GEOGRAPHIC  DISTRIBUTION  OF  LATIN  AMERICA’S  IMPORTS 
FROM  PRINCIPAL  SUPPLIER  COUNTRIES— 1939 


Country 
and  Region 

Total 
Imports 
in  1,000 
U.S.  $ 

From 

U.S.A. 

From 

United 

Kingdom 

In  per 

From 

France 

Imports 
zent  of  total 

From 

Germany 

imports 

From 

Italy 

From 

Japan 

Mexico 

121,542 

66.0 

2 .6 

3-7 

12.7 

2 . 2 

1 . 2 

Guatemala 

15,296 

54-5 

3-9 

I -4 

27  .0 

I -7 

0.3 

El  Salvador 

8,850 

53  0 

6.9 

3.6 

17-5 

4-3 

0.04 

Honduras 

9.704 

6,365 

65.3 

3.0 

1 .0 

1 1. 4 

0.4 

6.0 

Nicaragua 

68.4 

5-2 

2.6 

12.2 

0.5 

0.9 

Costa  Rica 

16,885 

58.8 

4.0 

13 

•7-7 

I -7 

51 

Panama 

20,464 

58.2 

4-7 

2-4 

7-9 

0.7 

9.8 

Cuba 

105,862 

74,0 

2-9 

2 , 1 

3-2 

0.9 

0.4 

Haiti 

8,181 

62.3 

1 1 . 1 

51 

5-7 

0.9 

2-4 

Dominican 

Republic 

11,592 

59.2 

4-2 

30 

8 .0 

1 .6 

9.6 

V^enezuela 

102,324 

61 . 1 

6.2 

3.0 

9-5 

2-5 

• 9 

Colombia 

104,536 

55.6 

10.5 

2-9 

12.8 

2 . 2 

0.2 

CARIBBEAN 
REGION  531,601 

63.4 

5-3 

2-9 

10 .4 

I -9 

1 .6 

BRAZIL 

261,012 

33-3 

9-3 

2.8 

19.4 

1.8 

1-5 

Ecuador 

10,190 

48.7 

5-5 

5.0 

18. 1 

30 

5-2 

Peru 

48,344 

41 .1 

8.4 

3'5 

14-7 

2 .0 

31 

Bolivia 

M.595 

22.8 

5.8 

I 9 

12.4 

2-4 

4.6 

Chile 

84.673 

31 .1 

8.3 

2-3 

22.7 

3.8 

3.8 

SOUTH  AMERICAN 
COAST 

REGION  i66,8oz 

WEST 

33-9  7-8 

2.8 

18.7 

31 

3-7 

Argentina 

337.679 

17.2 

19.9 

5.6 

9-2 

2-7 

0.8 

Uruguay 

32.687 

5-2 

18.3 

2-4 

16.4 

6.4 

2-7 

Paraguay 

6,625 

9-7 

7-7 

1.8 

II. 7 

2-7 

12.9 

LA  PLATA 

REGION 

376,991 

16.0 

19.5 

5-2 

9 9 

3.0 

1 .2 

LATIN  AMERICA- 
TOTAL  1,336,406 

40.5 

10 .4 

3-5 

13. 1 

2-3 

1.8 

Source:  American  Republics  Unit,  United  States  Department  of  Commerce. 
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natural  markets  have  been  the  densely  populated  and  industrialized 
countries  of  Europe,  especially  Great  Britain.  The  same  is  true  for 
cotton.  In  contrast,  the  third  group  of  countries  exporting  products  of 
tropical  agriculture  have  been  able  to  sell  to  the  United  States  the 
major  part  of  their  exports,  most  of  which  are  admitted  duty  free.  This 
country  has  been  for  some  time  the  world’s  largest  consumer  of  coffee, 
cacao,  and  tropical  fruits.  This  situation  is  reflected  in  Tables  II  and  III. 

This  trading  pattern  has  resulted  in  different  degrees  of  trade  intensity 
between  Latin  American  countries  and  the  United  States.  The  tropical 
countries  of  the  Caribbean  region,  geographically  closest  to  us  and  with 
a natural  production  program  complementing  ours  in  many  ways,  have 
consistently  shipped  to  us  more  than  one-half  of  their  total  exports  and 
in  some  cases  more  than  three-fourths.  The  orientation  of  that  region 
for  its  imports  was  perhaps  even  more  strongly  toward  the  United 
States,  which  was  partly  due  to  the  influence  of  United  States  capital  in- 
vestments and  subsidiary  enterprises  operating  in  the  area.  The  only 
formidable  competitor  to  United  States  exports  in  that  area  was,  on  the 
whole,  Germany. 

Brazil  sold  in  the  United  States,  the  world’s  largest  coffee  and  cacao 
consumer,  more  than  one-third  of  her  exports  and  purchased  from  the 
United  States  about  the  same  proportion  of  her  total  imports.  Here,  too, 
Germany  had  attained  the  second  place,  both  in  imports  and  exports, 
largely  by  means  of  barter  deals. 

The  mining  countries,  most  of  which  are  located  in  the  western  part 
of  the  South  American  continent,  carried  on  between  one-fourth  and 
one-third  of  their  foreign  trade  with  North  America.®  Here  again,  the 
relatively  strong  position  of  Germany  as  a supplier  was  remarkable 
during  the  last  few  years  preceding  the  outbreak  of  the  recent  war  in 
Europe.  It  is  contrasted  with  comparatively  very  limited  German  pur- 
chases in  that  region. 

The  countries  of  southeastern  South  America  (“La  Plata  Region”), 
of  temparate  climate,  had  comparatively  the  smallest  amount  of  trade 
with  the  United  States  and  depended  predominantly  on  commerce  with 
Europe.  This  is  where  Britain’s  position  used  to  be  strongest,  bolstered 

6 The  low  figure  of  Bolivia’s  exports  to  the  United  States,  like  that  of  Venezuela’s 
exports,  does  not  tell  the  true  story:  Between  the  two  world  wars,  all  of  Bolivia’s 
tin  ore,  her  principal  export  commodity,  was  first  shipped  to  England  for  smelting. 
A large  part  of  it  was  then  re-exported  to  the  United  States  for  industrial  use.  On  the 
other  hand,  all  copper  imported  into  the  United  States  from  Latin  America,  particu- 
larly Chile  and  Peru,  before  World  War  II  was  re-exported  to  Europe  after  refining, 
due  to  the  U.  S.  protectionist  tariff  levied  on  all  foreign  copper  destined  for  con- 
sumption in  this  country. 
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by  British  demand  for  that  region’s  meats,  cereals  and  wool  as  well  as 
the  sizable  and  powerful  investments  of  British  capital  in  railroads, 
public  utilities  and  livestock  industries. 

We  thus  find  a fairly  consistent  pattern  of  a decreasing  intensity  of 
commercial  relations  between  Latin  America  and  the  United  States  go- 
ing from  north  to  south  away  from  this  country,  with  Cuba  at  one  end 
of  the  scale  and  Uruguay  at  the  other.  This  is  shown  in  Table  IV. 

TABLE  IV 

SHARE  OF  THE  UNITED  STATES  IN  THE  FOREIGN  TRADE  OF 
LATIN  AMERICAN  REPUBLICS 


Imports  from  the  U.S.  19^8  Exports  to  the  U.S. 
(%  of  total  imports)  (%  of  total  exports) 


71 

Cuba 

76 

58 

Mexico 

67 

52 

Central  America 

67 

51 

Colombia 

53 

56 

Venezuela 

13* 

35 

Ecuador 

37 

Brazil 

34 

34 

Pera 

26 

28 

Chile 

15 

25 

Bolivia 

5 

10 

Paraguay 

12 

18 

Argentina 

9 

12 

Uruguay 

4 

* This  percentage  is  not  indicative  of  the  real  situation  because  most 
Venezuelan  oil  is  first  shipped  to  the  Dutch  West  Indies  for  refining. 


The  United  States  has  consistently  sold  more  to  Argentina  and  Uru- 
guay than  she  has  bought  from  those  countries.  This  was  possible  be- 
cause of  the  large  favorable  balances  of  trade  which  those  countries  had 
with  Great  Britain  (Table  V)  : 

TABLE  V 


Foreign  Trade  in  1938  of 

Argentina 
(Millions  of 
Argentine  pesos) 

Uruguay 
(Millions  of 
Uruguayan  pesos) 

Imports  from  Great  Britain 

260.2 

14.8 

Exports  to  Great  Britain 

445-7 

25.2 

Balance  of  Trade 

+185.5 

+19.6 

Imports  from  U.S.A. 

250.5 

90 

Exports  to  U.S.A. 

113.8 

3.8 

Balance  of  Trade 

-136.7 

-5-2 

It  is  clear  from  this  how  important  to  us  has  been  the  continuance  of 
heavy  British  purchases  in  those  countries  in  order  to  enable  them  to 
continue  their  purchases  of  United  States  goods.  This,  of  course,  is  pos- 
sible only  if  they  can  freely  dispose  of  the  receipts  from  their  exports 
to  Britain  and  convert  them  into  other  currencies.  But  this  really  means 
that  the  real  problem  is  how  the  British  can  sell  enough  to  us  to  obtain 
the  means  of  payment  for  goods  from  these  countries. 

In  broader  geographic  terms,  the  foreign  trade  of  Latin  America  in 
1938  can  be  divided  (Table  VI)  thus: 


TABLE  VI 

GEOGRAPHIC  DISTRIBUTION  OF  LATIN  AMERICAN  EXPORTS 
AND  IMPORTS  BY  CONTINENTS 


Of  all  Latin  American 
Exports  in  1938  Went  To 

Of  all  Latin  American 
Imports  in  1938  Came  From 

54-4% 

Europe 

43-6% 

30-2% 

United  States 

33-9% 

6.5% 

Latin  America 

10.0% 

1.4% 

Asia 

4-7% 

7-5% 

Other  parts  of  the  world 

7-8% 

The  importance  to  Latin  America  of  certain  areas  as  principal  pur- 
chasers of  her  leading  export  commodities  can  be  seen  from  the  follow- 
ing (Table  VII)  figures.  They  show  percentages  of  total  exports  of  each 
commodity  in  1938. 

TABLE  VII 

GEOGRAPHIC  DISTRIBUTION  OF  EXPORTS  OF 
PRINCIPAL  COMMODITIES 


To: 

U.S.A. 

Continental 

Europe 

Great  Britain 

Other 

Countries 

Sugar 

72 

6 

18 

4 

Coffee 

57 

29 

I 

13 

Bananas 

80 

12 

8 

— 

Hides  & Skins 

H 

57 

9 

10 

Wool 

8 

50 

23 

19  (Japan) 

Meats 

5 

19 

74 

2 

Cotton 

1 

48 

26 

24  Gapan) 

Wheat 

— 

'9 

13 

68  (much  of 

this  to  other  Latin 
American  countries) 


Japan  had  become  an  increasingly  important  buyer  of  cotton  from  Peru  and 
Brazil  and  of  ores  from  the  West  Coast  countries  of  South  America,  Brazil, 
and  Mexico. 


Interesting  changes  can  be  noticed  in  looking  over  the  development  of 
Latin  America’s  trade  with  the  principal  foreign  commercial  nations 
during  the  generation  prior  to  the  Second  World  War. 

TABLE  VIII 

DEVELOPMENT  OF  THE  SHARE  OF  PRINCIPAL  TRADING 
COUNTRIES  IN  THE  IMPORTS  AND  EXPORTS  OF  LATIN  AMERICA 


Per  cent  of  the  Aggregate  Value  of  Imports  of 

Latin  America  in  the  Years 

Country 

1910 

1913 

1917 

1920 

1929 

1933 

00 

1941 

U.S.A. 

22  .6 

25.0 

54.8 

50.2 

38.7 

29.2 

33-4 

62  .4 

United  Kingdom 

25.0 

24.4 

14.9 

16.7 

14.9 

18. 1 

12.5 

7.8 

France 

8 .0 

8.3 

3-7 

4.8 

51 

4-9 

3-3 

0. 1 

Germany 

14.9 

16.6 

3.4 

10.8 

II. 5 

16.2 

0.5 

Italy 

4-9 

5.0 

— 

3.0 

0. 1 

Japan 

0. 1 

0. 1 

1.8 

2 .6 

2.6 

Per  cent  of  the  Aggregate  Value  of  Exports  of 

Latin  America 

in  the  Years 

Country 

1910 

1913 

1917 

1920 

1929 

1933 

00 

1941 

U.S.A. 

33.8 

30.8 

51-7 

47-7 

34.0 

29.4 

33-2 

54.0 

United  Kingdom 

20.5 

21.2 

21 .0 

17.9 

18.5 

22 . 1 

18.6 

13. 1 

France 

8.4 

8.0 

8 .0 

5-3 

6,2 

6.2 

4.1 

0. 1 

Germany 

10.9 

12.4 

1.8 

8.1 

6.9 

10.4 

0.3 

Italy 

1 .2 

2 .0 

1 .6 

0.02 

Japan 

0. 1 

0. 1 

0.3 

1-3 

2-7 

Source;  United  States  Department  of  Commerce. 


It  is  evident  how  Latin  America’s  trade  with  the  belligerent  countries 
of  Europe  was  affected  by  the  two  world  wars,  particularly  as  far  as 
imports  were  concerned;  and  how  in  both  cases  the  United  States  made 
large  gains.  These  gains,  however,  were  largely  lost  after  the  First 
World  War,  although  this  is  true  more  with  respect  to  United  States 
purchases  from  Latin  America  than  with  respect  to  her  sales  to  that 
region.  The  latter  were,  of  course,  favored  by  the  tremendous  develop- 
ment of  United  States  industrial  production  in  the  1920’s  which  placed 
this  country  practically  beyond  the  reach  of  European  competition  in  a 
number  of  manufactured  articles.  While  thus  a definite  trend  toward 
relative  growth  of  the  United  States  position  in  Latin  America’s  import 
trade  is  obvious,  the  comparative  position  of  this  country  in  the  export 
trade  of  our  southern  neighbors  has  remained  essentially  stationary  over 
this  period,  with  the  exception  of  the  war  years  and  the  immediate  post- 
war periods.  In  each  case  we  found  it  more  to  our  advantage  to  favor 
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suppliers  in  other  parts  of  the  world,  after  the  return  of  more  normal 
market  conditions,  or  to  restrict  once  more  imports  of  foodstuffs  and 
raw  materials  from  Latin  America  which  normally  competed  with 
United  States  products,  particularly  sugar  and  ores. 

Between  1929  and  1937  the  United  States  had  an  unfavorable  balance 
of  trade  with  Latin  America  as  a whole,  notwithstanding  our  favorable 
trade  balance  with  some  of  the  republics.  On  the  other  hand,  the  Latin 
Americans  had  to  remit  to  this  country  important  sums  representing 
debt  services,  profits  of  United  States  capital  invested  in  the  south,  and 
charges  for  shipping,  telegraph  services,  insurance,  and  other  services 
performed  by  United  States  enterprises. 

Another  outstanding  fact  is  the  striking  and  fairly  consistent  decline 
of  Great  Britain  as  a supplier  of  Latin  America.  After  the  First  World 
War  the  British  never  regained  their  previous  leading  position,  in  rela- 
tive terms.  In  the  early  1930’s  they  were  able  to  stage  a limited  come- 
back but  they  suffered  a serious  loss  between  1933  and  1938 — from 
i8.i%  to  12.5%  of  Latin  America’s  total  import  trade. 

A similar  decline  can  be  noticed  in  the  case  of  France,  where  it  has 
been  even  more  marked  and  more  consistent,  as  far  as  French  exports 
to  Latin  America  are  concerned.  On  the  other  hand,  Germany  suc- 
ceeded in  reviving  her  trade  with  Latin  America  in  a surprisingly  short 
time  after  the  First  World  War,  particularly  in  regard  to  her  own 
exports.  Precisely  during  the  period  of  greatest  decline  in  British  and 
French  sales  to  this  region,  between  1933  and  1938,  Germany  made 
the  largest  headway,  from  11.5%  to  16.2%,  practically  reaching  with 
this  latter  figure  her  prewar  record  of  1912.  This  was  largely  due  to 
the  bilateral  barter  and  compensation  trade  policies  of  the  Nazi  regime. 
It  is  clear  that  these  hurt  Britain  and  France  rather  than  the  United 
States,  as  North  American  imports  to  Latin  America  increased  during 
these  years  from  29.2%  to  33.4%.  In  contrast  to  Britain,  Germany  has 
always  figured  more  prominently  as  a supplier  than  as  a customer  in 
most  countries  of  Latin  America. 

Italy’s  share  in  both  imports  and  exports  was  never  too  impressive 
except  in  a few  countries  with  sizable  population  groups  of  Italian  de- 
scent. It  has  declined,  relatively,  during  most  of  the  period  under  review. 

Japan  in  the  1920’s  was  practically  a newcomer  to  the  Latin  Ameri- 
can field.  Not  being  a consumer  of  most  of  Latin  America’s  chief 
export  commodities,  except  cotton  and  ores,  she  was  unable  to  purchase 
much  in  most  of  the  countries.  On  the  other  hand,  between  the  two 
world  wars  Japanese  manufactured  goods  were  in  considerable  demand 
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197931)595  100.0  14,392,626  100.0  24  90 


in  this  area  because  of  their  low  prices  which  appealed  to  the  masses 
of  poor  consumers  to  whom  quality  cannot  be  a decisive  consideration. 
Imports  from  Japan  would  have  reached  much  higher  figures  had  it  not 
been  for  the  restrictive  policies  of  many  Latin  American  countries  in 
trying  to  restore  a balance  of  trade  with  that  country. 

The  relative  importance  of  the  various  countries  and  regions  of  Latin 
America  for  international  trade  can  be  seen  from  Table  IX. 

Worth  pointing  out  is  the  relatively  high  per  capita  value  of  the  total 
foreign  trade  of  such  countries  as  Venezuela,  Cuba,  Argentina,  Chile 
and  Uruguay,  in  comparison  with  the  United  States  ($38.81  in  1938) — 
another  indication  of  those  countries’  greater  dependence  on  the  world 
market.  The  percentage  share  of  Latin  America  in  the  world’s  trade  does 
not  compare  unfavorably  with  that  of  the  United  States  (10.66%  in 
1938),  considering  the  enormous  differences  in  productive  capacity.  Or 
perhaps  it  would  be  more  correct  to  say  that  this  relatively  slight  dif- 
ference reflects  the  rather  limited  extent  to  which  the  United  States  had 
participated  in  the  world  economy  until  the  Second  World  War.  Great 
Britain,  with  less  than  one-third  of  the  United  States’  or  Latin  America’s 
population,  at  that  time  was  responsible  for  13.84%  of  world  trade — 
almost  twice  the  share  of  the  twenty  Latin  American  nations;  and  the 
value  of  the  foreign  trade  of  Germany,  with  approximately  one-half  of 
the  population  of  the  United  States  or  Latin  America,  was  roughly  equal 
to  that  of  the  United  States. 

In  1938,  small  Belgium  had  a larger  share  in  world  trade  (3.19%) 
than  the  entire  Caribbean  area;  and  Argentina  and  Brazil  were  surpassed 
by  countries  with  considerably  smaller  populations  such  as  Australia, 
Sweden,  and  South  Africa.  The  extremely  low  purchasing  power  of  the 
Latin  American  countries  is  clearly  reflected  in  these  figures. 

It  is  also  worth  mentioning  that  only  five  of  the  twenty  countries  of 
Latin  America  (Argentina,  Brazil,  Mexico,  Cuba,  and  Chile),  with  ap- 
proximately two-thirds  of  the  area’s  total  population,  were  responsible 
for  69.9%  of  its  export  trade  and  73.9%  of  its  import  trade. 

The  relative  economic  importance  of  Latin  America  and  other  major 
areas  just  before  World  War  II  can  also  be  appraised,  in  a general  way, 
from  the  average  (Table  X)  figures  showing  the  general  geographic  dis- 
tribution of  primary  production  in  the  years  1936-1938,  in  per  cent  of 
world  production.^ 

7 Source:  Inter- Afuerican  Statistical  Yearbook,  1942,  Ed.  Raul  C.  Migone.  Buenos 
Aires,  New  York,  Rio  de  Janeiro,  n.  d.,  pp.  1 34-1 35. 
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TABLE  X 


Other  Raw 


Foodstuffs 

Materials 

Gold  & Silver 

Fodder  Cereals 

Latin  America 

8.7 

5-9 

1 1 . 2 

9-2 

North  America 
Continental 

.8.5 

34-5 

24.9 

41  .0 

Europe* 

34-9 

20.6 

2 . 1 

26.1 

Great  Britain 

2.8 

51 

I -4 

U.S.S.R. 

12.5 

1 1 .2 

12.9 

12.4 

Asia* 

17-3 

16.2 

8.2 

5-7 

Africa 

2-4 

4i 

35-5 

3 9 

Oceania 

2.9 

2-4 

5-2 

0.3 

* Exclusive  of  the  U.S.S.R. 

Naturally,  these  figures  do  not  tell  the  whole  story.  In  certain  fields 
the  position  of  Latin  American  countries  is  decisive.  Argentina  is  one 
of  the  world’s  largest  producers  and  exporters  of  wheat  and  meats. 
Both  Argentina  and  Uruguay  rank  high  as  suppliers  of  wool.  Almost 
one-half  of  the  world’s  trade  in  beef,  lamb  and  mutton  comes  from  the 
temperate  zone  of  South  America.  Argentina,  Uruguay  and  Brazil  ac- 
count for  close  to  nine-tenths  of  the  world  exports  of  canned  meat.  In 
corn,  Argentina  ranks  second  and  Brazil  fifth  among  all  producing 
countries.  Argentina  ranks  first  in  linseed  output.  Eighty  per  cent  of  all 
linseed  entering  international  trade  is  produced  in  non-tropical  Latin 
America.  Nine-tenths  of  the  world’s  coffee  and  two-thirds  of  its  bananas 
entering  international  trade  are  grown  in  Latin  America.  Approximately 
one-third  of  the  world  production  of  cane  sugar  and  cacao  come  from 
Latin  America.  Cuba  is  second  and  Brazil  fourth  among  sugar  cane 
growing  countries.  Brazil  now  holds  second  place  in  the  citrus  fruit  out- 
put of  the  world.  The  Latin  American  area  also  accounted  for  about 
lo  per  cent  of  the  world’s  production  of  cotton  and  corn. 

Venezuela  is  now  the  world’s  largest  exporter  and  second  largest 
producer  of  crude  petroleum.  Latin  America  supplied  about  two-thirds 
of  world  exports  of  this  commodity  in  1938.  Brazil’s  manganese,  iron 
and  bauxite  (aluminum)  deposits,  the  last  two  largely  undeveloped,  are 
among  the  largest  in  the  world.  Her  iron  ore  reserves  are  estimated  to 
equal  more  than  one-fifth  of  world  reserves.^  Latin  America  mines 
between  one-fifth  and  one-fourth  of  all  new  copper,  close  to  one-fifth 
of  all  tin,  more  than  one-half  of  all  antimony,  about  one-third  of  all 

8 U.  S.  Tariff  Commission,  Mining  and  Manufacturing  Industries  in  Brazil^  Wash- 
ington, D.  C.,  1945,  p.  23. 
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vanadium,  and  more  than  one-tenth  of  all  tungsten  and  zinc.®  Chile  is 
the  only  important  source  of  natural  sodium  nitrate  in  the  world  and 
the  second  largest  producer  of  copper,  with  37  per  cent  of  the  world’s 
copper  reserves.^®  Close  to  one-half  of  the  world’s  silver  output  is  in 
Latin  America,  with  Mexico  the  world’s  leading  producer.  Colombia  is 
the  world’s  chief  source  of  platinum,  Brazil  of  rock  crystal,  Peru  of 
bismuth  and  vanadium. 

The  importance  of  Latin  America  as  a market  for  United  States 
exports  has  greatly  increased  during  the  last  half  century,  both  in  abso- 
lute and  relative  terms.  In  the  period  1896  to  1900,  an  average  of  8.7% 
of  our  total  exports  went  to  Latin  America,  in  comparison  with  76.7% 
taken  by  Europe.  Since  then  the  share  of  Latin  America  has  increased 
steadily  while  that  of  Europe  has  shrunk  as  steadily.  In  the  period 
1936-40  Latin  America  absorbed  18.9%  of  our  total  exports  and  Europe 
41.4%.  The  greatest  increase  was  in  South  America  (from  3.1  % to 
9.9%) — no  doubt  because  of  the  more  active  economic  development  of 
some  countries  of  that  continent,  in  comparison  with  those  of  the 
Caribbean  region.  However,  the  development  of  our  exports  to  all  of 
Latin  America  is  evidence  of  the  remarkable  economic  growth  of  the 
entire  area  during  this  period. 

On  the  import  side,  no  such  expansion  can  be  noted,  in  comparison 
with  other  areas.  In  1896-1900  we  obtained  23.5%  of  our  total  imports 
from  Latin  America  (10.3%  from  Mexico,  Central  America  and  the 
West  Indies  republics  and  13.2%  from  South  America).  In  1936-4-0 
the  corresponding  figure  was  24.8%  (from  the  former  area  1 1 .4%,  from 
the  latter  13.4%).  During  this  time  our  imports  from  Europe  decreased 
relatively  from  52.6%  to  28.9%  while  our  purchases  from  Asia,  char- 
acteristically, doubled  from  14.6%  to  29%. 

Commercial  relations  between  Latin  America  and  Europe,  as  a whole, 
have  been  relatively  less  intensive.  Of  Europe’s  aggregate  imports  in 
1938,  10%  came  from  Latin  America,  while  of  her  exports  only  7% 
went  to  Latin  America.  This  latter  percentage,  however,  was  about 
equal  to  the  share  of  all  of  Anglo-Saxon  America  in  Europe’s  export 

9  Bernhard  B.  Goldner,  “Latin  America’s  Strategic  Metals  and  Their  Relationship 
to  the  United  States  War  Program,”  Commercial  Pan  America  (Pan  American  Union), 
XI,  3,  March,  1942,  p.  38. 

10  U.  S.  Tariff  Commission,  The  Foreign  Trade  of  Latin  America,  Part  III,  Washing- 
ton, D.  C.,  1942,  p.  55.  (Report  No.  146,  Second  Series.) 

11  Most  of  the  foregoing  statements  refer  to  the  period  immediately  preceding 
V\orld  War  II. 
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trade.  By  far  the  greater  part  of  the  foreign  trade  of  all  European  coun- 
tries is,  of  course,  with  other  countries  of  the  same  continent. 

Latin  America  was  a more  important  customer  of  Great  Britain  than 
the  United  States.  In  1938,  she  sold  almost  twice  as  much  to  Latin 
America  as  to  this  country.  (Table  XL) 

TABLE  XI 

RELATIVE  IMPORTANCE  OF  THE  LATIN  REPUBLICS  OF 
NORTH  AMERICA  AND  SOUTH  AMERICA  TO 
U.  S.  FOREIGN  TRADE 


The  following  percentages  of  total  U.S.  exports  went  to: 

Mexico,  Central  America, 
and  the  West  Indies 

South 

America 

1921-25  (average) 

10. 1 

6.8 

1926-30  (average) 

8.4 

9-4 

1931-35  (average) 

8 .0 

7.0 

1938 

8.5 

9-7 

1940 

8.5 

10.8 

The  following  percentages  of  total  U.S.  imports  came  from: 

Mexico,  Central  America, 

South 

and  the  West  Indies 

America 

1921-25  (average) 

14.9 

12,2 

1926-30  (average) 

II. 4 

13-5 

1931-35  (average) 

10.3 

14-3 

1938 

II  .4 

13-4 

1940 

9.8 

15.0 

As  can  be  seen  from  this,  the  relative  importance  of  the  United  States  trade 
with  South  America,  in  comparison  with  the  Caribbean  area,  has  increased. 
This  was  even  more  the  case  during  the  years  following  1940,  due  to  require- 
ments of  the  war  emergency. 

In  the  average  of  the  period  1910  to  1937,  Latin  America  as  a whole 
had  a slightly  favorable  balance  of  trade  with  the  United  States.  From 
1938  to  1940,  however,  Latin  American  purchases  exceeded  her  sales 
in  this  country. 

Indicative  of  the  prevailing  character  of  the  Latin  American  economy 
as  a primary,  extractive  economy  is  a comparison  of  the  structure  of 
United  States  commerce  by  commodities,  with  South  America  and  Eu- 
rope. The  following  figures  show  clearly  the  predominance  of  finished 
manufactured  goods  among  our  exports  to  South  America  and  the  over- 
whelming prevalence  of  crude  raw  materials  and  unprocessed  foodstuffs 
among  our  imports  from  that  area.  The  figures  (Table  XII)  are  average 
percentages  and  apply  to  the  period  1936-1940. 
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TABLE  XII 

STRUCTURE  OF  U.  S.  COMMERCE  WITH  SOUTH  AMERICA  AND 
EUROPE,  BY  COMMODITY  CLASSES 


U.S.  Exports 

U.S.  Imports 

To  South 

From  South 

Commodity  Classes 

America 

To  Europe 

America 

From  Europe 

Crude  materials 

2.8 

26.0 

36.2 

17  .6 

Cmde  foodstuffs 

.8 

5-3 

43-9 

1.8 

Manufactured  foodstuffs 

3-4 

7-2 

4-5 

17-3 

Semi-manufactures 

16. 1 

20.5 

H-5 

29.0 

Finished  manufactures 

76.9 

40.9 

9 

34-3 

Total 

100.0 

100.0 

100.0 

100.0 

In  1939,  the  leading  commodities  the  United  States  bought  from 
Latin  America  were  coffee  ($136.2  million,  or  27.5  per  cent  of  the 
total  of  I495.8  million  imports  from  Latin  America),  sugar  ($75  mil- 
lion), copper  ($30  million,  of  which  $28  million  were  for  refining  and 
re-export),  bananas  ($28.8  million),  petroleum  and  its  derivatives  ($23.3 
million),  hides  and  skins  ($19  million),  flaxseed  ($18.3  million),  wool 
($17.1  million),  cacao  ($13.2  million),  nitrate  and  iodine  ($  1 1 .4  million), 
and  canned  beef  ($8.6  million). 

The  principal  United  States  export  commodities  for  Latin  America 
in  the  same  year  were  automobiles,  including  parts  and  accessories 
($69.9  million,  or  12.4  per  cent  of  the  total  of  $562.5  million),  iron 
and  steel  products  ($61.6  million),  industrial  machinery  ($56.3  million), 
textile  manufactures  ($41.8  million),  chemicals  and  related  products 
($39.2  million),  rice,  flour,  and  other  vegetable  products  ($34.5  mil- 
lion), electrical  machinery  and  apparatus  ($34.1  million),  and  crude 
petroleum  and  refined  oils  ($28.5  million). 

United  States  capital  investments  in  Latin  America,  both  direct  and 
portfolio,  amounted  in  1940  to  $4,012,000,000  or  approximately  35% 
of  all  United  States  investments  abroad.  They  exceeded  United  States 
investments  in  Canada  by  almost  $300,000,000.  Of  the  total  amount, 
the  great  majority,  $2,513,000,000,  was  invested  in  South  America,  al- 
though Cuba  had  the  largest  amount  of  such  investments  of  any  one 
country  ($750  million).  Direct  United  States  investments  (holdings  in 
foreign  enterprises  partly  or  wholly  controlled  by  North  American  inter- 
ests) in  Latin  America  in  1940  were  estimated  at  $2,771,000,000,  or  al- 
most 40%  of  all  United  States  direct  investments  abroad. 

At  the  outbreak  of  the  Second  World  War,  British  investments  in  this 
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area  still  exceeded  investments  from  North  America,  as  Britain  had 
entered  this  held  much  earlier  and  on  a larger  scale  than  the  United 
States.  The  total  of  British  capital  in  Latin  America  was  estimated  in 
1939  as  £1,128  million  (about  $5  billion)  or  approximately  23%  of  all 
British  capital  invested  abroad,  including  the  colonial  empire.  Character- 
istically, almost  two-thirds  of  all  British  investments  in  this  area  were  in 
Argentina  and  Brazil.  The  relative  importance  of  these  investments  for 
Britain  becomes  evident  when  they  are  compared  with  those  in  the  colonial 
empire  (£838  million),  in  Australia  and  New  Zealand  (£651  million), 
in  Canada  (£500  million)  and  in  the  United  States  (£220  million). 
Needless  to  say  that  the  Second  World  War  has  brought  profound 
changes  in  this  respect. 

3 . Changes  Caused  by  the  Second  W orld  W ar 

The  outbreak  of  the  war  in  Europe  in  1939  immediately  caused  seri- 
ous dislocatmis  in  the  economy  of  Latin  America.  It  meant  the  loss  of 
virtually  all  sales  to  and  supplies  from  Germany  and  later  Italy  and  all 
countries  occupied  by  those  two  powers — in  other  words,  most  of  the 
continent  of  Europe.  It  also  meant  that  Great  Britain  had  to  suspend 
most  of  her  exports  to  Latin  America  because  she  needed  her  entire  out- 
put for  war  purposes.  These  developments  are  clearly  reflected  in  the 
statistical  table  (Table  XIII)  showing  the  development  of  Latin  Amer- 
ica’s foreign  trade  during  World  War  II,  by  principal  areas.  On  the  other 
hand,  Britain  was  in  desperate  need  of  Latin  American  food  and  raw 
materials  but  was  unable  to  pay  for  them  in  cash  or  in  form  of  exports. 
The  only  way  in  which  the  British  could  pay  was  through  their  capital 
holdings  in  Latin  American  countries  and  this  led  to  the  liquidation  of 
an  important  part  of  British-owned  securities  in  the  form  of  government 
bonds  as  well  as  stock  of  private  business  enterprises,  chiefly  in  such 
countries  as  Argentina,  Brazil,  and  Uruguay.  This  well-known  process, 
in  return,  had  an  important  effect  on  Britain’s  position  in  the  world 
economy  of  the  postwar  period  because  it  meant  the  loss  of  an  important 
item  of  “invisible  exports”  for  the  British  balance  of  payments  and  thus 
forced  Britain  either  to  curtail  vital  imports  or  to  increase  her  commod- 
ity exports  substantially  over  their  prewar  level. 

At  the  same  time  Latin  America  became  more  dependent  than  ever  on  the 
United  States  as  the  only  remaining  large-scale  supplier.  Thus,  in  1940 
52.9%  and  in  1941  62.1%  of  Latin  America’s  imports  were  supplied  by 
the  United  States,  compared  to  33.9  per  cent  in  1938.  Exports  from 
Latin  America  to  the  United  States  increased  also,  though  less.  Thus  the 


TABLE  XIII 

DEVELOPMENT  OF  LATIN  AMERICA’S  FOREIGN  TRADE  DURING  WORLD  WAR  II 
BY  PRINCIPAL  AREAS,  IN  PERCENTAGES 
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adverse  trade  balance  with  the  United  States  for  Latin  America  which 
had  been  33  million  dollars  in  the  first  nine  months  of  1939,  immediately 
before  the  outbreak  of  the  war  in  Europe,  expanded  to  almost  90  million 
dollars  in  the  same  period  of  1940. 

Consequently,  surpluses  of  export  commodities  normally  shipped  to 
Europe  were  mounting  in  Latin  America,  while  manufactured  goods 
formerly  bought  in  Europe  were  scarce.  Thus  there  arose  in  that  early 
period  of  the  war  two  pressing  problems:  Eirst,  how  was  Latin  America 
to  export  more  to  the  United  States  and  to  buy  its  essential  necessities 
here,  thus  overcoming  at  least  part  of  the  unfavorable  effects  caused 
by  the  war;  and  second,  what  attitude  to  take  if  Germany  should 
win  the  war,  as  it  seemed  quite  possible  in  1940  and  1941,  and  then 
should  proceed  to  organize  the  whole  of  Europe  under  her  control  and 
to  exercise  tremendous  economic  and  political  pressure  on  the  com- 
paratively weak  countries  of  Latin  America? 

A variety  of  suggestions  were  offered  at  that  time  for  the  solution  of 
these  problems,  among  them  the  creation  of  an  Inter-American  Trade 
Cartel  under  the  leadership  of  the  United  States  which  would  have  pro- 
vided a central  planning  and  bargaining  agency  for  the  trade  of  all 
western  hemisphere  nations  with  the  outside  world.  However,  this  idea 
was  not  enthusiastically  received  by  many  Latin  Americans  who  feared 
that  it  would  deliver  their  countries  entirely  into  the  hegemony  of  the 
United  States. 

Another  project  which  died  in  an  early  stage,  but  whose  revival  is 
now  being  urged  by  some  Latin  Americans,  was  that  of  an  Inter-Ameri- 
can Bank.  However,  the  lending  funds  of  the  Export-Import  Bank  of 
Washington,  D.  C.,  were  greatly  increased;  and  new  organizations  were 
created,  such  as  the  Inter-American  Financial  and  Economic  Advisory 
Committee  in  1939,  the  Inter-American  Development  Commission, 
with  national  commissions  in  all  American  republics,  the  American 
Society  of  Agricultural  Sciences,  and  the  Inter-American  Maritime 
Conference,  all  in  1940. 

Stabilization  fund  credits  were  granted  to  Latin  American  republics 
by  the  United  States  Treasury  Department  to  help  them  stabilize  their 
currency  in  relation  to  the  dollar,  in  cases  of  unfavorable  balance  of 
payments. 

Perhaps  the  most  significant  step  taken  in  that  period,  which  still 
survives,  was  the  Inter-American  Coffee  Convention.  Sponsored  by  the 
Inter-American  Financial  and  Economic  Advisory  Committee  and  ad- 
ministered by  the  Inter-American  Coffee  Board  in  Washington,  it  was 
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signed  Hrst  in  December,  1940,  between  the  United  States  and  all 
fourteen  colfee-exporting  nations  of  Latin  America.  It  was  to  prevent 
catastrophic  price  declines,  due  to  the  loss  of  the  important  European 
codec  markets,  by  setting  c.xport  quotas.  In  spite  of  certain  difficulties 
and  tensions  it  can  be  said  that  the  principal  objective  was  accomplished. 
On  the  whole,  export  volumes  were  maintained  satisfactorily  and  in- 
creased coffee  prices  in  the  United  States  compensated  Latin  American 
exporting  countries  for  loss  of  exports  to  Europe. 

Similar  commodity  agreements  were  planned  for  other  staple  goods 
but  did  not  materialize,  partly  because  cooperation  of  exporter  and 
consumer  countries  outside  of  the  Western  Hemisphere  would  have 
been  necessary,  but  could  not  be  obtained. 

With  the  active  entrance  of  Japan  and  the  United  States  into  the 
Second  World  War,  the  economic  situation  of  Latin  America  changed  in 
several  respects.  The  United  Nations  lost  important  sources  of  strategic 
raw  materials  in  the  Ear  East,  such  as  rubber,  petroleum,  tin,  quinine, 
vegetable  oils,  hemp,  manganese,  tungsten,  and  antimony.  Latin  America 
became  one  ot  the  few  remaining  areas  in  the  world  which  could  supply 
these  commodities  to  a certain  extent  and  intensive  efforts  were  made 
to  increase  the  output  of  these  and  other  strategic  and  critical  materials 
in  Latin  America  to  the  utmost.  This  meant  not  merely  the  expansion 
of  mines  and  plantations.  It  included  in  almost  all  cases  the  building  or 
improvement  of  means  of  transportation  and  communication,  many  of 
them  in  isolated  areas,  the  moving  of  thousands  of  employees  and 
laborers,  the  building  of  entire  settlements,  schools,  hospitals  and  other 
health  facilities,  and  the  provision  of  facilities  for  supplying  workers 
with  adequate  consumer  goods  at  attractive  prices.  A whole  network 
of  inter-American  agencies,  governmental,  semi-official,  and  private, 
became  necessary  for  the  financing,  organization  and  administration  of 
these  activities. 

Almost  equally  important  were  projects  designed  to  supply  Latin 
America  with  capital  goods  and  consumer  goods  in  order  to  avoid  ex- 
cessive hardships  to  the  masses  of  the  peoples  which  might  have  cre- 
ated situations  dangerous  to  the  interests  of  the  United  Nations  in  war- 
time. The  United  States  found  it  necessary  to  allocate  scarce  supplies  to 
Latin  America  on  a basis  similar  to  that  applying  to  this  country.  Many 
commodities  formerly  furnished  by  Europe  had  now  to  be  furnished  by 
the  United  States.  These  included  iron  and  steel,  textiles,  coal,  wood 
pulp  and  paper,  dye-stuffs,  medicinals,  and  industrial  chemicals.  Food- 
stuffs, especially  flour  and  wheat  for  the  tropical  countries,  agricultural 
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machinery,  and  implements  and  vehicles  were  other  important  items. 
The  scarcity  of  shipping  space  was  an  acute  problem. 

Naturally,  all  this  created  a greater  economic  interdependence  be- 
tween the  United  States  and  Latin  America  than  ever  before.  This  was 
particularly  marked  in  such  countries  as  Mexico  where  the  percentage 
of  imports  from  the  United  States  rose  from  57.7%  of  total  imports  in 
1938  to  82.4%  in  1945,  while  the  percentage  of  exports  to  the  United 
States  rose  from  48.4%  of  total  exports  in  1938  to  84.5%  in  1945.  For 
the  whole  of  Latin  America,  the  percentage  of  trade  done  with  the 
United  States  rose  from  a prewar  one-third  to  more  than  one-half  of  the 
total. 

Even  so  it  became  obvious  that  the  Latin  Americans  had  to  produce 
a much  larger  amount  of  manufactured  commodities  in  order  to  make  up 
for  the  imports  of  such  commodities  from  foreign  countries  which  they 
were  now  unable  to  secure.  The  urgent  need  for  such  goods  coupled 
with  the  absence  of  competition  from  abroad  created  a tremendous  im- 
pulse to  the  growth  of  domestic  industries.  In  most  of  the  countries  the 
governments  encouraged  private  business  men  to  start  new  industries 
or  to  expand  existing  ones,  by  means  of  direct  or  indirect  subsidies.  In 
other  cases,  the  governments  themselves  established  such  industries. 
United  States  government  loans  were  freely  contributed  for  this  pur- 
pose. In  some  cases  the  entire  equipment  of  industrial  plants  in  the 
United  States  was  dismantled  and  shipped  for  installation  in  Latin 
America. 

Such  projects  were  by  no  means  limited  to  the  production  of  basic 
consumer  goods.  They  included  in  certain  cases  the  fulfillment  of  ambi- 
tious dreams  which  had  been  cherished  for  a long  time  by  most  Latin 
Americans  in  public  life,  such  as  the  expansion  of  iron  mining  and  steel 
production  in  Brazil,  Chile,  and  Peru  and  motor  factories  in  Argentina, 
Brazil,  and  Mexico. 

An  important  factor  in  this  development  were  anti-Fascist  refugees 
from  Europe  who  contributed  valuable  technical  knowledge,  business 
experience  and,  in  some  cases,  capital. 

Thus  in  Argentina,  total  industrial  employment  and  the  physical 
volume  of  industrial  and  mining  production  almost  doubled  between 
1935  and  1946.  The  proportion  of  manufacturing  industries  in  the 
national  income  rose  from  35.1  per  cent  in  1935  to  46.2  per  cent  in 
1946.  The  total  value  of  Brazil’s  industrial  production,  which  had 
been  3 billion  cruzeiros  in  1920,  rose  to  over  25  billion  in  1940  and  over 
3 1 billion  in  1943.  In  the  last  decade,  industrial  production  in  that  coun- 
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try  surpassed  her  agricultural  output  in  value.  Pig  iron  production  in 
Brazil  increased  from  98,101  tons  in  1937  to  350,000  tons  in  1946.  Of 
this  latter  amount  the  new  Volta  Redonda  plant  produced  almost  40  per 
cent.  In  Mexico,  the  total  volume  of  industrial  production  increased  al- 
most three  times  between  1930  and  1946. 

The  dislocation  of  regular  trade  relations  also  caused  considerable 
intensification  of  intra-Latin  American  trade.  In  prewar  times  very  few 
Latin  American  countries  traded  with  each  other  to  any  substantial  ex- 
tent. Similarity  of  natural  conditions,  commercial  policies  of  the  colonial 
period,  and  the  absence  of  any  large  degree  of  industrialization  had 
orientated  their  trade  toward  the  more  highly  industrialized  and  diversi- 
fied economies  of  Europe  and  North  America  rather  than  toward  each 
other.  The  few  exceptions  to  this  rule  included  trade  between  Argentina 
and  Brazil  (wheat  for  coffee)  and  between  Chile  and  Peru  (coal  for 
sugar).  Now,  however,  Argentine  dairy  products,  meat,  textiles,  and 
even  electrical  supplies,  were  in  demand  in  the  tropical  countries  of  the 
Caribbean;  Brazilian  silk  and  nylon  products  and  textiles  found  a ready 
market  in  most  of  the  other  countries  of  the  hemisphere;  so  did  Chilean 
and  Argentine  wines  and  fruit.  For  the  whole  Latin  American  group, 
exports  to  other  countries  of  that  group  increased  from  6%  of  total 
exports  in  1938  to  16.6%  in  1945;  intra-Latin  American  imports  in- 
creased from  9%  of  total  imports  in  1938  to  almost  28%  in  1944. 

However,  the  prices  of  these  products  were  as  a rule  much  higher 
and  their  quality  lower  than  those  of  the  peacetime  products  of  Europe, 
the  United  States,  and  Japan,  which  they  replaced.  I'hus,  with  the  rees- 
tablishment of  world-wide  trade  relationships,  many  of  those  gains  in 
intra-Latin  American  trade  turned  out  to  be  temporary.  The  value  of 
cotton  textiles  (the  leading  manufactured  export  commodity)  exported 
by  Brazil  decreased  from  1,397  million  cruzeiros  in  1945  to  703  million 
cruzeiros  in  1946;  manufactures  of  rubber  decreased  from  107  million 
to  77  million  cruzeiros  in  the  same  period.  However,  administrative  ex- 
port restrietions  as  part  of  the  fight  against  the  increase  in  living  costs 
within  the  country  were  partly  responsible  for  these  declines. 

World  War  II  also  brought  an  intensification  of  commercial  and  other 
relations  between  Canada  and  Latin  America.  Previously,  Canadian  trade 
had  been  considerable  only  in  parts  of  the  Caribbean,  notably  the  British 
possessions,  but  also  in  a few  of  the  independent  republics  served  by 
Canadian  steamship  lines  and  banks.  With  the  temporary  loss  of  tradi- 
tional sources  of  supply,  Latin  America  turned  to  Canada  for  such  arti- 
cles as  paper,  lumber,  wheat  flour  and  cereals  for  the  tropical  countries, 
electrical  supplies,  tires,  and  machinery.  The  remarkable  growth  of 

26 


manufacturing  and  heavy  industries  in  Canada  during  the  last  war  en- 
abled her  to  meet  part  of  that  demand  while,  on  the  other  hand,  expand- 
ing even  more  her  purchases  in  Latin  America  of  articles  formerly  ob- 
tained from  Far  and  Middle  Eastern  areas  (fibers,  vegetable  oils,  ores, 
petroleum,  cotton,  etc.).  Thus  the  export  of  Canadian  goods  increased 
from  $17,725,000  in  1938  to  $57,800,000  in  1945.  (However,  this  was 
only  1.8%  of  Canada’s  total  exports.)  Canada’s  biggest  Latin  American 
customer  was  Brazil,  with  1946  imports  amounting  to  87,500  tons,  as 
against  10,368  tons  in  1938. 

The  Canadians  are  resolved  to  maintain  these  gains  and  to  consider 
them  as  a stepping  stone  to  larger  ones.  They  have  become  conscious  of 
the  enormous  potential  value  of  economic  ties  with  the  maturing  econ- 
omies of  the  southern  part  of  the  hemisphere.  Permanent  diplomatic  and 
commercial  missions  have  been  established  between  the  Dominion  and 
an  increasing  number  of  republics  to  the  south.  Trade  agreements  have 
been  signed.  Canadian  steamship  services  are  being  developed.  Canadian 
shipyards  are  building  vessels  for  Latin  American  governments.  A 
Canadian  Inter- American  Association  was  formed  in  Montreal  in  1942 
and  is  carrying  on  active  propaganda  in  the  South.  Canadian-Latin 
American  Cultural  Institutes  operate  now  in  various  countries.  In  this 
connection,  the  existence  of  a strong  “Latin,”  that  is,  French-speaking, 
Catholic  minority  in  Canada  is  of  some  importance  for  the  furtherance 
of  not  only  “cultural”  but  also  commercial  ties.  However,  Canada  has 
not  joined  any  of  the  inter-American  economic  organizations  nor  has  it 
expressed  interest  in  becoming  a member  of  the  Pan  American  Union. 

Another  novel  but  largely  temporary  development  was  a rather  brisk 
trade  across  the  Southern  Atlantic  between  the  Union  of  South  Africa 
on  the  one  side  and  Argentina  and  Brazil  on  the  other,  due  to  the  fact 
that  South  Africa’s  normal  source  of  supplies.  Great  Britain,  was  un- 
able to  satisfy  South  Africa’s  needs  during  the  war. 

The  over-all  result  of  these  changes  during  the  second  part  of  the  war 
can  be  summarized  thus:  United  States  cash-purchase  exports  to  Latin 
America  increased  from  an  annual  average  of  $711  million  in  1939- 
1941  to  $1,228  million  in  1946 — a remarkable  accomplishment  consider- 
ing the  circumstances,  even  if  account  is  taken  of  price  increases.^^ 

12  In  evaluating  these  figures  and  the  ones  presented  on  the  follovring  pages,  and 
in  interpreting  their  real  significance  to  the  war  effort,  allowance  must  be  made  for 
the  steep  price  increases  which  occurred  during  the  period  under  review.  As  a rule, 
such  increases  were  larger  for  Latin  American  exports  than  for  United  States  exports, 
during  the  war  years.  Reference  should  be  made  to  the  index  numbers  of  wholesale 
prices  and  of  the  cost  of  living,  tables  XIX  and  XX,  in  the  appendix  of  this  study.  These 
show  price  rises  between  1939  and  1947  in  the  Latin  American  countries  for  which 
official  index  numbers  are  available,  and  in  the  United  States. 
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TABLE  XIV 

UNITED  STATES  EXPORTS  (INCLUDING  LEND-LEASE  AND  RELIEF)— DISTRIBUTION  BY 

LEADING  COUNTRIES  AND  AREAS 
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All  Others 


United  States  Imports — Distribution  by  Leading  G>untries  and  Areas 

1936-1938  1939-1941  1942-1944 

Annual  Average  Annual  Average  Annual  Average  1945 
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Latin  American  supplies  to  the  United  States  increased  even  more — 
from  an  annual  average  of  $715  millions  in  1939-41  to  $1,623  millions 
in  1945.  However,  price  increases  in  this  period  were  on  the  whole 
more  marked  in  Latin  America  than  in  the  United  States.  In  contrast 
to  our  exports  to  other  parts  of  the  world  during  the  war  years,  the 
vast  majority  of  our  shipments  to  Latin  America  were  commercial 
transactions,  not  lend-lease  supplies.  Thus  Latin  America  became  the 
largest  commercial  customer  of  the  United  States  in  1945  and  1946. 
In  1945  the  American  republics  absorbed  almost  one-third  and  in  1946 
more  than  one-fourth  of  this  country’s  cash-purchase  exports.  Since 
Pearl  Harbor  Latin  America  has  also  been  the  main  area  furnishing 
imported  supplies  to  this  country,  with  a record  of  39.2%  of  the  total 
in  1945.  These  developments,  in  comparison  with  United  States  trade 
with  the  other  major  world  areas  during  the  war  period,  and  in  the 
years  immediately  preceding  and  following  it,  are  set  forth  in  some 
detail  in  the  Table  XIV. 

Interesting  differences  in  the  development  of  our  trade  with  indi- 
vidual republics  to  the  south  since  the  entrance  of  this  country  in  the 
war  can  be  found  in  studying  Tables  XV  and  XVI . The  relatively  best 
showing  in  increasing  supplies  of  strategic  materials  during  this  period 
was  made  by  Brazil,  Cuba,  Haiti,  Mexico,  Uruguay,  and  Venezuela. 
(Of  course,  the  small  peacetime  amount  of  United  States  purchases  in 
countries  like  Uruguay  and  Haiti  should  be  remembered.  Emergency 
purchases  of  wool,  hides  and  skins,  and  meat  in  the  former  and  of  fibers 
in  the  latter  country  were  chiefly  responsible  for  the  rise.)  Little  change 
can  be  noted  in  the  supphes  obtained  from  Bolivia  and  Chile,  in  com- 
parison with  the  early  period  of  the  war. 

On  the  export  side,  the  increases  were  much  more  even,  although 
more  than  usual  to  Brazil,  Venezuela,  Mexico,  and  Colombia  (the  first 
two  countries  outstanding  suppliers  of  vital  commodities,  the  last  two 
particularly  in  need  of  consumer  goods  from  the  United  States).  The 
only  decrease,  until  1945,  was  to  Argentina.  This  is  explained  by  Ar- 
gentina’s refusal  to  adhere  to  Hemisphere  defense  measures,  which 
made  that  country  less  eligible  than  others  for  the  assignment  of  preci- 
ously scarce  export  commodities.  In  1946,  when  export  controls  were 
discontinued,  Argentine  purchases  in  this  country  increased  five  times 
over  1945. 

Naturally,  the  structure  of  our  commerce  with  Latin  America  under- 
went important  changes  during  the  war  years.  Latin  American  exports 
of  bananas,  cacao,  wheat  and  other  foodstuffs  considered  non-essential. 
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TABLE  XV 


Development  of  United  States  Imports  from  the  Latin  American  Republics 
Since  Pearl  Harbor — in  Millions  of  U.S.  Dollars 


Mexico 


1942 

123.9 


1943 

192. 


Guatemala 

15-5 

16.2 

18.2 

24.2 

31-2 

El  Salvador 

II  .9 

14-5 

14-5 

16.9 

15-2 

Honduras 

5-3 

4 9 

7-2 

9-0 

9 4 

Nicaragua 

4.6 

5-1 

6.0 

5-0 

6.4 

Costa  Rica 

6.0 

8.9 

7.6 

10.9 

10.6 

Panama 

2-7 

1-5 

1 .8 

2.6 

5-8 

Cuba 

161 .0 

291 .8 

386.9 

337-6 

323-1 

Haiti 

6. 1 

8.0 

12.5 

15  9 

17-7 

Dominican  Republic 

8.4 

II  .7 

16.7 

14-4 

20.2 

Venezuela 

20.2 

25.8 

54-4 

86.6 

119.6 

Colombia 

CO 

98.4 

104.7 

102  .8 

156.5 

CARIBBEAN  REGION 

443-4 

679.0 

834.9 

856.5 

948.4 

BRAZIL 

165 .2 

228.5 

292.7 

311-2 

407-9 

Ecuador 

8.7 

13-7 

15-2 

14.0 

13-2 

Peru 

20.6 

26.4 

30.8 

33-6 

32-3 

Bolivia 

26.0 

32-5 

38.3 

27-9 

24.0 

Chile 

139-9 

141  -4 

153.6 

137-1 

83.8 

SOUTH  AMERICAN 

WEST  COAST 

195.2 

214.0 

237  9 

212.6 

153-3 

Argentina 

149.9 

144-9 

177.0 

170.0 

194-2 

Uruguay 

20.6 

48.6 

47-6 

66. 1 

48 . 1 

Paraguay 

3-0 

3-5 

3-6 

6.2 

CO 

00 

LA  PLATA  REGION 

173-5 

197.0 

228.2 

242.3 

246. 1 

LATIN  AMERICA 

977-3 

1,318.5 

L593-7 

1 ,622 . 6 

L755-7 

1944 

204.4 


1945 

230.6 


1946 

232.7 


Source:  United  States  Department  of  Commerce. 


or  for  which  transportation  was  not  available,  had  to  be  curtailed;  but 
this  was  mote  than  made  up  by  the  increase  in  the  production  and  ship- 
ment of  such  vital  commodities  as  ores,  hemp,  vegetable  oils  and  waxes, 
wool,  cotton  goods,  rubber,  cinchona,  lumber,  industrial  diamonds,  and 
others.  Venezuela’s  exports  of  petroleum  and  its  derivatives  almost 
doubled  in  value  between  1943  and  1945. 
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1 ABl.K  XVI 


Development  of  United  States  Exports  To  the  Latin  American  Republics 
(Including  Lend-Lease  Goods) 

Since  Pearl  Harbor  -in  Millions  of  U.  S.  Dollars 


1942 

'943 

1944 

'945 

1946 

Mexico 

'47-7 

186.3 

264.3 

308.7 

504.4 

Guatemala 

9-3 

10.2 

10.7 

14.6 

23.1 

El  Salvador 

5-5 

7.0 

6.7 

8.6 

'3-7 

Honduras 

6.0 

6. 1 

9.0 

10.3 

18.6 

Nicaragua 

4-4 

7-1 

7.0 

8.5 

12 . 1 

Costa  Rica 

7-2 

10.7 

12.6 

16.0 

22  .6 

Panama 

28.1 

35-1 

23.0 

33-7 

46.4 

Cuba 

133.2 

'33-9 

168 . 1 

'95-7 

272 . 1 

Haiti 

5-2 

7-4 

9-3 

9.6 

12.5 

Dominican  Republic 

9-3 

12.4 

14.1 

18.8 

29.4 

Venezuela 

47-1 

44-7 

87.1 

136.7 

211.5 

Colombia 

30.4 

46.3 

60.4 

88.2 

145.6 

CARIBBEAN  REGION 

433-4 

507.2 

672.3 

849.4 

1,312  .0 

BRAZIL 

105  .0 

156.3 

218.2 

218.6 

356.3 

Ecuador 

8.9 

1 1 .0 

14.4 

'5-2 

22 . 2 

Peru 

27-5 

34-4 

36.9 

42.5 

63.3 

Bolivia 

1 1 .0 

14.0 

12.4 

14.2 

21.7 

Chile 

41 .2 

42.9 

51.8 

51.8 

77-2 

SOUTH  AMERICAN 

WEST  COAST 

88.6 

102. 3 

115.5 

>33-7 

184.4 

Argentina 

7«-9 

31.8 

29:1 

38.7 

193.1 

Uruguay 

17-3 

'3-7 

18.6 

29.4 

47-7 

Paraguay 

1-7 

I -9 

I 9 

2-5 

5-5 

LA  PLATA  REGION 

90.9 

47-4 

49.6 

60.6 

246.3 

LATIN  AMERICA 

717.9 

813.2 

1,055.6 

1,262 . 3 

2,099 .0 

Source:  United  States  Department  of  Commerce. 


Probably  no  country  profited  more  from  World  War  II,  in  economic 
terms,  than  Argentina.  Her  balance  of  trade  reached  records  since 
1943,  especially  in  1946,  although  her  exports  decreased  in  terms  of 
quantity.  The  value  of  her  exports  per  ton  climbed  from  137  pesos  in 
1939  to  480  pesos  in  1946;  the  value  per  ton  of  imports  increased  only 
from  137  pesos  to  280  pesos  in  the  same  period. 
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A similar  development  can  be  noted  in  Brazil.  The  average  price  of 
that  country’s  exports  per  ton  was  1,296  cruzeiros  in  1939  and  4,985 
cruzeiros  in  1946.  The  average  import  price  per  ton  rose  less  during 
the  same  period,  from  1,057  cruzeiros  to  2,574  cruzeiros.  Brazil’s  volume 
of  exports  in  1946  was  nearly  twice  that  of  1928  (3,659,516  tons 
against  2,075,048  tons);  in  terms  of  value,  exports  increased  approxi- 
mately four  and  a half  times,  from  Cr$3,97o  millions  to  Crf  18,243 
millions.  On  the  other  hand,  Brazil’s  volume  of  imports  in  1946  was 
slightly  below  that  of  1928  while  import  values  had  increased  about 
three  and  a half  times,  from  Cr$3,695  millions  to  Cr$  13,029  millions. 

Several  countries  also  made  considerable  progress  in  combating  the 
evils  of  the  one-crop  system  by  diversification  of  their  economies.  In 
this  respect,  Brazil  is  probably  leading.  In  1928,  80  per  cent  of  her 
exports  consisted  of  food  stuffs  and  71.5  per  cent  of  coffee  alone.  In 
1938  the  situation  had  been  remedied  to  the  extent  that  food  stuffs 
accounted  for  only  62  per  cent  (coffee  for  45  per  cent)  and  raw  ma- 
terials for  37  per  cent.  This  included  cotton,  now  second  among  all 
export  commodities,  with  18.2  per  cent  of  the  total,  as  against  0.9  per 
cent  in  1928.  In  1946,  food  stuffs  were  responsible  for  only  51  per  cent 
(coffee  for  only  35.3  per  cent),  raw  materials  for  41.5  per  cent,  and 
manufactured  articles  for  7 per  cent.  These  latter  had  been  practically 
non-existent  in  the  exports  of  1928  and  negligible  (0.35  per  cent  of  the 
total)  in  1938.^^ 

13  “Brazil’s  Foreign  Trade  1928-1946.”  Brazil  Trade  Journal,  Conselho  Federal  de 
Comercio  Exterior,  Rio  de  Janeiro,  II,  i,  1947,  pp.  1-4. 
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II.  PROBLEMS  OF  POST-WAR  RECONVERSION 
IN  LATIN  AMERICA 

Throughout  the  war  years  Latin  America  had  a substantial  favorable 
balance  of  trade  in  relation  with  the  United  States  and  the  rest  of  the 
world.  There  resulted  a large  accumulation  of  dollar  exchange  which 
was  not  readily  convertible  into  goods  because  of  the  shortage  of  out- 
side supplies  and  the  insufficient  domestic  production  of  consumer  goods. 
Employment  was  at  a peak.  Monetary  circulation  surpassed  any  pre- 
vious record.  This  in  turn  stimulated  inflation  in  all  countries.  The  gen- 
eral price  level  rose  far  beyond  wages  and  salaries.  Price  control  mea- 
sures proved  utterly  inadequate  and  ineffective  almost  everywhere.^ 

TABLE  XVII 

GOLD  AND  FOREIGN  EXCHANGE  HELD  BY  CENTRAL  BANKS 


DEC.,  1939-JULY,  19452 
(In  millions  of  units  of  respective  currencies) 


Dec.  1939 

July,  1945 

% increase 

Argentina 

L395 

4,229 

203 

Bolivia 

157 

a 1,272 

710 

Chile 

171 

533 

212 

Colombia 

42 

287 

583 

Ecuador 

41 

400 

876 

El  Salvador 

16 

70 

337 

Mexico 

b 172 

701 

308 

Peru 

75 

125 

67 

Uruguay 

c 108 

c 285 

164 

Venezuela 

d 157 

533 

239 

a June  1945 
b Mar.  1941 
c Gold  and  silver  only 
d June  1941 

1 Seymour  E.  Harris  in  1944  estimated,  “not  without  the  most  serious  reservation 
. . . that  money  national  incomes  [in  Latin  America  since  1939]  have  risen  about 
one-half  as  much  as  in  the  United  States  and  prices  about  twice  as  much.  For  a given 
amount  of  expansion  of  output,  their  price  rise  has  been  four  times  as  great.”  {Eco- 
nomic Problems  of  Latin  America,  New  York:  McGraw-Hill,  1944,  p.  19.)  Since 
then  the  rise  of  the  general  price  level  has  been  even  more  accentuated.  See  also 
Table  XX  in  the  appendix  of  this  study. — More  recently,  the  Department  of  Eco- 
nomic Affairs  of  the  United  Nations  came  to  the  conclusion  that  “there  was  no 
effective  price  control  in  Latin  America,  because  there  was  no  effective  rationing  of 
consumptive  goods.”  In  Chile  and  Mexico  “the  inflationary  pressure  was  caused  to  a 
great  extent  by  budget  deficits  and  expenditures  on  development.  ...  It  should  be 
emphasized  that  even  official  reports  mention  that  the  [price]  indices  understate  the 
degree  of  price  increases.”  Survey  of  Current  Inflationary  and  Deflationary  Tendencies, 
Lake  Success,  N.Y.,  September,  1947,  pp.  80,  83.  (Series  A — No.  2.) 

2 From  C.  K.  Ludewig,  “Inflation  and  Deflation  Factors  in  Latin  America,  War- 
time and  Postwar,”  Cermmercial  Pan  America  (Washington,  D.  C.),  XV,  1-2,  1946, 
p.  19. 
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Currency  circulation  in  Brazil  expanded  from  a little  over  5 billion 
cruzeiros  in  1940  to  more  than  20  billion  cruzeiros  early  in  1947.  Dur- 
ing the  same  time  the  cost  of  living  rose  by  more  than  300%  and  the 
price  level  of  food  alone  by  almost  400%.  Bank  deposits  in  Brazil  in- 
creased from  12,523  million  cruzeiros  in  1939  to  49,023  million  cru- 
zeiros in  1946. 

Monetary  circulation  in  Uruguay  increased  from  1 1 2 million  pesos 
in  December,  1941  to  210  million  pesos  at  the  end  of  1946. 

In  Mexico,  currency  circulation  increased  by  175  per  cent  between 
December,  1941,  and  September,  1945. 

Extraordinarily  drastic  rises  of  the  cost  of  living,  both  during  and 
since  the  war,  took  place  in  Bolivia,  Chile,  Mexico,  and  Peru.  In  July, 
1947,  the  office  workers  of  a United  States  controlled  copper  mining 
company  in  Chile  struck.  They  demanded  not  only  salary  raises  but 
also  payment  of  salaries  in  United  States  currency  to  place  them  beyond 
the  reach  of  the  fast  advancing  inflation  in  their  own  country. 

In  several  countries,  retraction  of  retail  business  became  obvious  in 
1947,  partly  because  of  “buyers’  strikes”  against  inflated  prices  and 
partly  owing  to  sheer  inability  of  the  public  to  pay  such  prices. 

In  view  of  these  facts,  it  is  difficult  to  say  whether  Latin  America  as 
a whole  has  derived  lasting  benefits  from  the  Second  World  War.  Some 
competent  observers  have  rather  forcefully  expressed  the  opinion  that 
most  of  the  poor  people  became  poorer  while  the  few  wealthy  people 
became  wealthier  and  politicians  and  influential  holders  of  public  offices 
had  many  opportunities  to  add  to  their  fortunes.^  Many  of  the  benefits 
which  the  economies  of  these  countries  did  derive  from  the  war,  es- 
pecially in  its  second  half,  after  the  entrance  of  the  United  States,  were 

3 See,  for  instance,  Willy  Feuerlein  and  Elizabeth  Hannan,  Ddlares  en  la  Arnerica 
Latina,  Mexico,  D,  F.;  Fondo  de  Cultura  Economica,  1944,  pp.  192-93.  Also  the 
remarkable  Informe  a la  Naddn  of  Dr.  Leopoldo  N.  Chavez,  Ministro  de  Prevision 
Social  y Trabajo,  of  Ecuador  (Quito,  Ecuador;  Imprenta  del  Ministerio  de  Gobiemo, 
1943,  pp.  11-13):  “There  is  no  salary  or  wage  sufficient  to  meet  the  indispensable 
needs  of  the  great  majority  of  Ecuadorians.  It  can  well  be  asserted  that  95  per  cent 
of  the  inhabitants  of  the  Republic  live  in  the  most  pressing  poverty,  undergoing 
hunger,  deprivation,  and  sickness,  without  even  the  consolation  that  this  situation 
will  be  remedied  in  the  near  future.  ...  In  contrast  to  these  95  per  cent,  at  least,  of 
Ecuadorians  who  live  in  misery,  the  rest  of  our  population  lives  in  an  atmosphere  of 
plenty  which  perhaps  it  has  never  had  before.  ...  It  cannot  be  denied  that  the  business 
profits  declared  for  the  year  1942  exceed  all  limits  of  equity,  in  the  face  of  the 
pauperism  of  our  population.  It  would  seem  incredible  that  at  this  time,  when  the 
whole  world  is  struggling  to  begin  an  era  of  justice,  a small  number  of  citizens 
absorb  almost  the  entire  national  wealth  and  receive  in  only  twelve  months  incomes 
of  such  magnitude  that  in  many  cases  they  represent  in  themselves  a sizeable  fortune.” 
(Translated  by  the  author.) 
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temporary  and  were  limited  to  a small  segment  of  the  population,  those 
prominently  connected  with  commerce,  industry,  and  government.'* 

It  is,  of  course,  true  that  Latin  America  was  the  only  major  area  in 
the  world  which  did  not  suffer  any  physical  destruction  or  loss  of 
manpower  on  account  of  the  war  (excepting  the  relatively  few  casualties 
of  the  Brazilian  and  Mexican  forces  which  participated  in  the  fighting) . 
It  is  also  true  that  Latin  American  productive  facilities  in  certain  fields 
expanded  during  the  war,  although  not  to  any  extent  comparable  to  the 
expansion  of  the  productive  facilities  in  the  United  States  during  the 
same  period.^  However,  it  remains  to  be  seen  to  what  extent  these 
gains  will  survive  the  extraordinary  conditions  created  during  the  years 
of  dislocation  and  interruption  of  regular  trade  relations. 

In  the  years  1941  to  1945  the  allied  nations  and  particularly  the  United 
States  found  themselves  in  urgent  need  of  strategic  raw  materials,  many 
of  which  could  be  supplied  ip  natural  form  almost  only  by  Latin  Ameri- 
ca. This  forced  the  United  States  Government  to  offer  the  Latin 
American  countries  contracts  in  which  we  obligated  ourselves  to  pur- 
chase certain  minimum  quantities  of  such  commodities  at  specified 
prices,  usually  several  times  higher  than  those  paid  ordinarily,  and  over 
a definite  period  of  time.  It  was  thus  possible  to  induce  thousands  of 
Latin  Americans  to  shift  from  their  regular  occupations  to  such  occu- 
pations as  the  gathering  of  rubber  and  cinchona,  the  collecting  of  oil- 
bearing nuts,  the  mining  of  ores,  the  planting  and  harvesting  of  hemp,  etc. 

With  the  return  of  more  or  less  normal  conditions  this  demand  has 
disappeared.  Our  regular  sources  of  those  commodities,  mostly  in  the 
Far  East,  will  again  be  in  a position  to  deliver  the  goods  more  cheaply, 
thanks  to  a more  ample  labor  supply  and  more  advanced  production 
methods.  We  have  to  resume  our  purchases  in  the  Far  East — not  only 
because  of  business  considerations.  Our  failure  to  do  so  would  result  in 
large-scale  unemployment  with  consequent  social  and  political  unrest 
in  that  important  area  as  well  as  the  loss  of  large  North  American  and 

4 “With  all  extenuating  circumstances  considered,  my  conclusion  is  that  the  rise 
of  Latin  American  prices,  which  perhaps  has  recently  averaged  15  per  cent  per 
annum  . . .,  has  been  too  high.  This  has  tended,  given  the  rather  weak  bargaining 
position  of  labor  and  the  current  tax  systems,  to  effect  an  undesirable  redistribution 
of  income  and  consumption.”  Seymour  E.  Harris,  op.  cit.,  pp.  25-26. 

5 “In  the  light  of  numerous  production  indices  which  cover  but  limited  areas  and 
which,  in  anv  case,  cover  only  part  of  the  economies  (since  the  economies  are  to  a 
great  extent  on  a non-monetary  basis)  one  might  perhaps  estimate  very  roughly 
that  the  expansion  of  output  in  Latin  America  [between  1939  and  1944]  at  the  very 
most  has  been  of  the  order  of  about  20  per  cent,  as  compared  with  an  expansion  of 
75  per  cent  in  the  United  States.”  Seymour  E.  Harris,  op.  cit.,  pp.  18-19. 
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European  capital  investments.  Furthermore,  synthetic  production  of 
rubber,  quinine  and  nitrates  will  most  likely  be  continued  in  this  coun- 
try and  elsewhere,  partly  for  military  reasons.  Thus  prospects  for  these 
industries  in  Latin  America  are  decidedly  discouraging.  It  is  quite  un- 
likely that  Latin  American  (and  that  means  chiefly  Brazilian)  rubber  will 
be  able  to  compete  on  a free  world  market  because  of  its  high  production 
costs.  These  costs  are  due  to  the  absence  of  plantations  and  the  short- 
age of  a skilled  labor  supply.  As  to  cinchona,  the  raw  material  of  qui- 
nine, a few  plantations  have  been  started  quite  recently  in  Latin  Amer- 
ica. It  remains  to  be  seen  if  they  will  be  able  to  compete  with  the  plan- 
tation economy  of  the  Far  East  and  the  synthetic  products.  Bolivian 
tin  ore  is  expensive  to  mine  and  to  transport  and  of  lower  metal  con- 
tent than  Far  Eastern  ore.  Chilean  natural  nitrate  has,  ever  since  the  First 
World  War,  fought  a losing  battle  against  the  synthetic  products,  al- 
though it  is  still  preferred  for  agricultural  purposes. 

In  many  cases,  the  United  States  during  World  War  II  stimulated 
Latin  American  sales  of  livestock  (from  Mexico),  sugar  (from  Cuba), 
vegetables,  fibers,  cinchona,  balsa,  and  others,  through  special  com- 
modity agreements,  the  reduction  of  import  tariffs  and  the  suspension 
of  import  quotas  where  they  existed  in  peace  time.  After  the  period  of 
acute  shortages  had  passed,  many  such  agreements  were  permitted  to 
lapse  and  former  tariffs  were  restored  under  “escape  clauses.”  This  is 
deeply  resented  by  the  Latin  Americans.  They  accuse  the  United 
States  of  playing  with  the  welfare  of  tens  of  thousands  of  humble  folks 
in  the  countries  of  the  south  by  taking  advantage  of  them  in  times  of 
need  but  abandoning  them  to  the  problems  of  difficult  readjustment, 
shrinking  production  and  unemployment  as  soon  as  they  were  not 
needed  any  more.  They  also  complain  that  the  prices  the  United  States 
pays  for  Latin  American  products  were  not  permitted  to  rise  while  pro- 
duction costs  in  Latin  America  have  increased,  as  well  as  the  prices  of 
United  States  commodities  sold  to  Latin  American  customers. 

While  our  purchases  in  some  Latin  American  countries  continued  to 
climb  in  1946,  in  others  they  declined.  (See  table  XV.)  Thus,  our  im- 
ports from  Chile  shrunk  from  a peak  of  $153.6  millions  in  1944  to 
$83.8  millions  in  1946.  From  Bolivia  we  purchased  in  1946  goods 
valued  at  only  $24  millions,  as  against  $38.3  millions  in  1944. 

The  end  of  the  war  made  at  least  some  commodities  available  from 
abroad  and  immediately  let  loose  a flood  of  rather  indiscriminate  buy- 
ing of  consumer  goods  at  inflated  prices.  This  resulted  in  abrupt  in- 
creases in  Latin  American  imports  and  in  a substantial  shrinkage  of 
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Latin  America’s  war  time  accumulations  of  foreign  currencies.  This 
happened  at  a time  when  Latin  American  countries  were  faced  with  a 
sudden  reduction  of  their  own  war  time  stimulated  exports  of  strategic 
commodities;  when  really  needed  capital  goods  were  not  yet  obtainable 
abroad;  and  when  modernization  and  readjustment  of  domestic  produc- 
tion facilities  were  hampered  by  an  acute  shortage  of  building  mate- 
rials and  machineries,  expecially  in  agriculture  and  transportation. 

The  highly  favorable  balance  of  trade  with  the  United  States  which 
Latin  America  was  able  to  maintain  through  the  war  years  changed  to 
an  unfavorable  balance  in  1946  when  consumer  goods  and  industrial 
supplies  became  more  plentiful.  The  steep  price  increases  which  oc- 
curred in  1946  in  important  supplier  countries,  chiefly  the  United  States, 
contributed  to  this.  In  1947  we  shall  probably  have  an  excess  of  exports 
over  imports  in  our  merchandise  trade  with  Latin  America  in  the  record 
amount  of  $1.8  billions  ($3,999  millions  exports  against  $2,199  tnillions 
imports).®  As  an  effect  of  this,  foreign  exchange  controls  or  direct  im- 
port controls  have  been  renewed  or  intensified  in  most  countries.  Some 
countries  have  also  restricted  or  blocked  the  exportation  of  certain 
foodstuffs  and  raw  materials,  as  a price  control  measure  designed  to  aid 
the  domestic  consumers  and  industries. 

Thus  Latin  America  is  threatened  with  the  loss  of  a great  many  of 
the  gains  she  was  able  to  make  in  her  export  trade  during  the  last  war. 
In  addition,  she  faces  the  problem  of  how  to  regain  and  to  expand  her 
traditional  market  in  Europe — in  a Europe  which  has  emerged  from  the 
war  largely  devastated  and  impoverished  and  which  seems  to  be  anxious 
to  restrict  its  imports  while  intensifying  its  domestic  production.  Such 
countries  as  Germany,  Austria  and  Italy  were  important  purchasers  of 
Latin  American  food  and  minerals.  It  will  probably  be  a good  many 
years  before  these  countries  can  be  expected  to  attain  their  prewar 
standing  in  this  respect. 

In  other  words,  there  is  a distinct  possibility  that  Latin  American  ex- 
ports may  decline  for  an  indefinite  period  after  the  present  frantic  de- 
mand of  starving  populations  has  passed.  To  this  must  be  added  the 
widespread  fear  in  Latin  America,  as  in  other  parts  of  the  world,  that 

6 U.  S.  Department  of  Commerce  estimate  based  on  trade  figures  for  the  first 
quarter  of  1947. — Mexico’s  total  imports  climbed  from  2,614.5  million  pesos  in  1946 
to  an  estimated  3,459.6  million  pesos  in  1947.  At  the  same  time,  her  total  exports  in- 
creased quite  insignificantly,  from  1,961.5  million  pesos  in  1946  to  an  estimated  2,179 
million  pesos  in  1947.  Thus  there  resulted  an  unfavorable  trade  balance  of  record  size. 
(Review  of  the  Economic  Situation  of  Mexico,  Banco  Nacional  de  Mexico,  No.  263,  Oct., 
'947.  PP-  7-8.) 
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a business  depression  in  the  United  States  in  the  not  distant  future  will 
cause  severe  reductions  in  Latin  American  sales  to  this  country  and, 
consequently,  grave  disturbances  in  Latin  America.  Under  these  cir- 
cumstances it  seems  all  the  more  important  to  the  Latin  Americans  to 
pursue  a policy  designed  to  make  their  economies  less  dependent  upon 
the  products  of  foreign  countries  which,  of  course,  can  be  paid  for  in 
the  long  run  only  with  Latin  American  exports.  Today  the  insistence  on 
developing  domestic  industries  in  Latin  America  is  stronger  than  ever. 
Those  countries  want  not  only  to  maintain  the  factories  and  plants  es- 
tablished or  expanded  during  the  recent  war  years  but  they  are  bent 
upon  an  even  more  active  and  comprehensive  development  of  their  pro- 
ductive facilities.  This  happens  at  a time  when  the  United  States  Gov- 
ernment is  making  an  appeal  to  the  rest  of  the  world  to  reduce  the 
barriers  to  international  trade  by  diminishing  protectionist  tariffs  and 
by  abolishing  government  subsidies,  barter  and  compensation  agree- 
ments, regional  preferences,  and  other  discriminatory  arrangements.  It 
is  only  too  obvious  that  a great  many  of  the  recently  created  manu- 
facturing industries  in  Latin  America  could  not  survive  if  such  artificial 
stimuli  were  withdrawn. 

There  is  now  a tendency  in  those  Latin  American  countries  which 
have  made  relatively  most  headway  toward  industrialization  to  promote 
the  sale  of  their  manufactured  goods  in  their  smaller,  less  industrialized 
neighbor  countries.  Thus,  Mexico  looks  toward  the  Central  American 
republics,  and  Argentina  and  Brazil  show  signs  of  competing  in  Bolivia, 
Paraguay  and  Uruguay.  Brazil  hopes  to  become  heir  to  part  of  the  vast 
market  for  cheap  cotton  cloth  formerly  supplied  by  Japan.  However, 
chances  of  success  in  peacetime  are  doubtful  if  Argentina  and  Brazil 
have  to  compete  with  industrially  more  powerful  non-Latin  American 
exporters— unless  they  can  secure  some  form  of  preferential  treatment. 

There  is  now  much  interest  in  Latin  America  in  the  development  of 
national  merchant  marines,  as  one  means  of  reducing  the  “invisible  im- 
ports” in  the  form  of  the  payment  of  transportation  charges  to  foreign 
companies.  Brazil,  Chile,  and  Peru  who  have  had  largely  state-owned 
merchant  marines  for  some  time,  are  engaged  in  renewing  their  fleets. 
Argentina  started  a state-owned  overseas  merchant  marine  during  the 
past  war  as  an  emergency  measure  and  seems  resolved  to  maintain  and 
expand  it.  Three  of  the  “Bolivarian”  countries,  Colombia,  Venezuela, 
and  Ecuador,  recently  formed  a “Greater  Colombian”  steamship  com- 
pany, also  under  government  auspices.  Mexico  and  even  small  El  Sal- 
vador have  taken  steps  to  acquire  and  operate  ships  of  their  own  in 


39 


which  they  propose  to  carry  part  of  their  foreign  trade  to  and  from  other 
countries.^ 

In  search  of  means  to  alleviate  their  problems  of  reconversion  several 
eountries  have  appealed  to  the  Export-Import  Bank  of  the  United  States 
and  to  the  new  International  Bank  for  Reconstruction  and  Development 
for  loans.  Between  July  i,  1945,  and  March  31,  1947,  credits  author- 
ized by  the  Export-Import  Bank  for  development  projects  in  Latin 
America  amounted  to  $117.4  rnillions  (against  a total  of  $2,217.4  niil- 
lions  for  all  areas  and  purposes).  Most  of  this  had  been  granted  to 
Brazil  ($53.8  millions)  and  Chile  ($47.4  millions).*  In  May,  1947,  the 
United  States  and  Mexico  signed  an  agreement  providing  for  a eon- 
tinuation  of  the  $50  millions  stabilization  fund  which  has  existed  since 
1941  and  which  Mexico  needs  now,  more  than  ever,  to  avoid  a de- 
valuation of  its  curreney  in  view  of  its  unfavorable  balance  of  payments. 
Since  stabilization  would  not  be  effective  without  construetive  long- 
term measures,  Mexico  was  granted  $93  millions  for  improvement  of 
its  means  of  transportation,  public  utilities,  oil  and  steel  industries.  In 
addition  to  this,  the  Mexican  government  hopes  to  obtain  additional 
funds,  either  from  the  United  States  or  the  International  Bank,  for 
large-scale  projects  of  irrigation  and  other  measures  necessary  for  the 
expansion  and  intensification  of  the  country’s  agricultural  production. 

The  question  could  be  posed  whether  Latin  American  currencies  are 
not  overvaluated  at  this  time.  This  seems  to  be  indicated  by  the  drastic 
price  rises  and  the  present  unfavorable  trade  balances  in  a number  of 
countries.  The  governments  are  trying  to  correct  these  conditions  by 
protectionist  tariffs  (some  of  which  were  raised  recently  or  will  be 
raised  shortly),  eontrols  of  foreign  exchange,  imports  and  exports,  and 
foreign  loans  for  the  expansion  of  productive  facilities.  None  of  the 
eountries  has  so  far  openly  adopted  currency  devaluation  as  a way  out.*^ 
However,  in  some  countries  the  black  markets  in  currency  and  the 
operation  of  multiple  exchange  rates  by  official  agencies  act,  to  some 
extent,  as  devaluation. 

Against  official  devaluation  would  speak  the  element  of  instability 

7 Nominally,  Panama  has  the  largest  merchant  marine  of  all  Latin  American 
countries.  However,  most  of  its  vessels  are  owned  by  nationals  and  corporations  of 
other  countries  and  do  not  serve  Panama.  The  only  benefit  which  the  country  ob- 
tains from  them  is  the  payment  of  fees  for  registration. 

8 Federal  Reserve  Bulletin,  XXXIII,  7,  July,  1947,  p.  839. 

8a  However,  the  Confederation  of  Chambers  of  Commerce  of  Mexico  in  October, 
1947  demanded  currency  devaluation  as  a means  of  export  promotion.  (Journal  of 
Commerce,  New  York,  Oct.  29,  1947.) 
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which  any  such  measure  introduces  in  both  the  domestic  and  inter- 
national economy;  the  fact  that  it  would  be  difficult  to  reconcile  with 
the  program  of  the  International  Monetary  Stabilization  Fund  of  which 
all  Latin  American  republics  are  members,  although  devaluation  within 
certain  limits  and  under  specific  conditions  is  possible  under  the  Fund’s 
statutes;  that  it  would  increase  the  burden  of  foreign  debt  services  and 
of  the  transfer  of  profits  earned  in  Latin  America;  and  that  it  would 
bring  about  additional  price  rises  of  imported  goods  and  might  thus 
cause  further  deterioration  in  the  living  standard  of  the  masses  of  low 
income  consumers. 

In  favor  of  devaluation  would  speak  the  probability  that  it  would 
reduce  imports  and  stimulate  exports  and  tourist  trade  from  the  United 
States,  thereby  easing  the  balance  of  trade;  it  would  provide  additional 
protection  and  encouragement  for  domestic  producers,  particularly  manu- 
facturers; if  sufficiently  drastic,  it  would  counteract  black  markets  in 
currency;  it  would  make  foreign  loans  go  farther,  and  might  attract 
foreign  capital  investments,  provided  investors  could  be  sure  that  de- 
valuation was  not  to  be  repeated  or  adopted  as  an  indefinite  policy  and 
that  it  would  not  create  obstacles  to  the  transfer  of  profits  and  interest 
payments. 

It  is  impossible  to  say,  at  this  time  and  in  a general  way,  whether 
currency  devaluation  would  be  advisable.  Detailed  study  of  the  present 
situation  and  of  the  future  prospects  of  each  national  economy  would 
be  necessary  which,  of  course,  cannot  be  undertaken  within  the  frame- 
work of  the  present  short  study.  The  following  factors  would  seem  to 
bear  most  importantly  on  the  question:  (i)  The  prospects  for  exports 
of  Latin  American  commodities  after  the  present  transitory  period  of 
frantic  demand  for  basic  foodstuffs  and  industrial  raw  materials,  not 
always  backed'  by  effective  purchasing  power,  has  passed,  taking  ac- 
count also  of  the  development  of  the  productive  capacity  of  Latin 
America’s  competitor  countries;  (2)  the  price  trend  for  commodities 
which  Latin  America  imports,  especially  those  supplied  by  the  United 
States;  will  a permanently  high  price  level  of  United  States  products 
result  from  the  present  inflationary  trend  in  this  country,  or  will  a 
depression  cause  drastic  price  declines?  (3)  the  possibility  after  the  end 
of  the  present  period  of  reconstruction  and  readjustment,  that  a lasting 
disparity  between  low  raw  material  prices  and  high  prices  of  industrial 
equipment  and  manufactured  goods  may  result,  as  was  the  case  during 
part  of  the  inter-war  period;  and  (4)  the  question  whether  it  will  be 


41 


possible  to  establish  strong  international  institutions  for  currency  stabil- 
ization and  the  finaneing  of  long-term  development  projects  which 
would  remove  the  danger  that  currency  devaluation,  once  adopted  by 
one  country,  might  release  a “chain  reaction”  of  similar  measures  by 
many  other  countries  and  thus  provoke  a ruinous  competing  race  of 
devaluation. 

Latin  America’s  problems  of  postwar  dislocation  and  readjustment 
had  crystallized  in  the  first  half  of  1947  to  the  extent  that  two  important 
demands  were  increasingly  voiced  by  representative  spokesmen:  First, 
the  demand  for  a United  Nations  Economic  Commission  for  Latin 
America,  similar  to  the  existing  commissions  for  Europe  and  the  Far 
East,  which  was  presented  by  the  Chilean  delegate  to  the  United  Nations 
Economic  and  Social  Council  and  which  is  now  being  studied.  Second, 
the  demand  for  inter-American  economic  agreements  in  aid  of  Latin 
America  (a  “Marshall  Plan  for  Latin  America”)  at  the  Inter- American 
Conference  for  Defense  and  Security  which  met  in  August,  1947,  in  Rio 
de  Janeiro.  The  chief  claims  of  the  Latin  Americans  at  this  juncture  may 
be  summarized  under  three  headings:  (i)  Long-term  loans  for  large- 
scale  economic  development  projects;  (2)  the  right  to  continue  or,  pos- 
sibly, to  intensify  protection  of  Latin  American  industries,  particularly 
against  United  States  competition;  and  (3)  facilities  for  larger  and  more 
stable  exports  to  the  outside  world,  especially  the  United  States,  pref- 
erably in  the  form  of  purchases  of  specified  quantities  of  raw  materials 
at  guaranteed  prices. 

These  claims  face  serious  obstacles  at  this  time,  in  the  form  of  strong 
trends  of  economic  policy  in  the  United  States  and  pressing  material 
needs  of  areas  outside  of  the  Western  Hemisphere.  They  pose  four 
principal  issues  of  economic  policy  on  which  present  prevailing  trends 
in  Latin  America  clash  with  trends  in  the  United  States.  These  issues 
can  be  summarized  as  (i)  regional  preferences  vs.  multilateral  w'orld- 
wide  trade  expansion,  (2)  promotion  of  national  industries  vs.  promo- 
tion of  international  trade,  (3)  economic  nationalism  vs.  the  need  for 
foreign  capital  investments,  and  (4)  controlled  economy  and  state 
enterprises  vs.  the  free  enterprise  ideal. 

In  the  following  two  chapters  we  shall  attempt  to  briefly  discuss  each 
of  these  four  issues  and  to  offer  suggestions  for  constructive  reconcili- 
ation of  diverse  viewpoints. 
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III.  PRINCIPAL  ISSUES  OF  PRESENT  INTER-AMERICAN 
ECONOMIC  RELATIONS 


I.  Regional  Preferences  Versus  Multilateral  World-Wide  Trade  Expansion 
The  idea  of  an  inter-American  or  western  hemisphere  system  of  eco- 
nomic cooperation  has  appealed  to  many  influential  Latin  Americans.  It 
has  seemed  to  promise  a more  ample,  more  profitable  and  more  secure 
market  in  the  United  States  for  important  products  of  the  countries  to 
the  south.  It  seemed  perfectly  logical,  from  their  point  of  view,  that  the 
United  States,  if  it  was  interested  in  establishing  and  maintaining  a 
regional  system  of  close  political  and  military  cooperation  with  its 
twenty  neighboring  nations  to  the  south,  should  also  be  prepared  to 
offer  those  nations  special  facilities  for  marketing  their  exports  in  its 
extremely  potent  market  and  for  turning  to  it  for  financial  and  technical 
aid  for  the  modernization  and  expansion  of  Latin  American  productive 
facilities. 

This  idea  has  been  all  the  more  attractive  to  Latin  Americans  be- 
cause some  of  their  principal  export  commodities  are  in  keen  compe- 
tition with  non-hemisphere  products  on  the  United  States  market.  This 
is  true  of  tin  and  other  ores  and  oil  from  the  East  Indies;  cacao  from 
Africa;  and  hemp  and  copra  from  the  Philippines.  (Natural  rubber  and 
cinchona,  originally  indigenous  to  tropical  America,  are  now  grown  so 
much  more  economically  in  the  East  Indies  that  competition  appears  to 
be  hopeless  for  Latin  America.)  There  is  no  doubt  that  the  Latin  Amer- 
ican exports  to  this  country  could  be  substantially  expanded  if  the 
United  States  were  willing  to  enter  into  a system  of  preferential  trade 
agreements  in  favor  of  its  southern  neighbors,  designed  to  exclude 
competing  commodities  of  non-American  origin.  This  possibility  be- 
came particularly  acute  and  attractive  from  the  Latin  American  point  of 
view  after  the  end  of  World  War  II  because  of  the  renewed  powerful 
competition  of  Far  Eastern  areas  which  had  been  isolated  from  the 
United  States  after  Pearl  Harbor  and  because  of  the  weakening  of  the 
traditional  European  market  for  Latin  American  products.  During  the 
war  Latin  America  enjoyed  for  all  practical  purposes  preferential  treat- 
ment for  its  products  of  strategic  importance,  and  especially  for  those 
which  in  normal  times  are  unable  to  compete  on  an  open  market.  It  is 
altogether  natural  that  the  Latin  Americans  would  like  to  perpetuate 
this  pleasant  relationship. 

On  the  other  hand,  those  advocating  a regional  hemispheric  organ- 
ization on  the  basis  of  either  preferential  agreements  or,  beyond  that,  a 
customs  union,  should  consider  the  following  factors : 
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(a)  From  the  viewpoint  of  the  United  States,  a regional  Western 
Hemisphere  trade  system  would  be  unwise.  It  would  drastically  con- 
tradict a policy  wUich  has  been  pursued  by  the  United  States  govern- 
ment since  1934  in  favor  of  gradual  decreases  of  the  obstacles  to  the  free 
international  exchange  of  goods  through  Reciprocal  Trade  Agreements 
embodying  the  most-favored  nation  clause.  It  would  mean  abandon- 
ing vast  areas  in  Asia  to  economic  depression  and  political  and  social 
unrest,  areas  in  whose  stability  we  must  be  interested.  (In  the  inter-war 
period,  the  United  States  absorbed  between  one-fourth  and  one-third  of 
the  total  exports  of  South-East  Asia.)  It  would  be  obviously  incom- 
patible with  a policy  in  support  of  an  effective  international  organiza- 
tion designed  to  bring  about  peace  through  economic  cooperation  the 
world  over.  We  could  hardly  expect  the  British  to  liquidate  their  im- 
perial preference  system  if  we  should  be  building  a similar  system  of  our 
own  in  the  Western  Hemisphere. 

(b)  A Pan-American,  or  any  other  regional,  economic  bloc  could 
hardly  be  considered  a step  toward  a free  w'orld  trade  system,  as  some 
advocates  of  the  idea  maintain.  It  would  simply  widen  the  geographic 
scope  of  economic  nationalism  and  w'ould  create  another  set  of  vested 
interests  vitally  interested  in  Pan-American  protectionism,  interests  that 
would  be  even  more  powerful  than  at  present  when  they  are  limited  to 
smaller  national  territories.  The  ultimate  integration  of  regional  blocs 
into  a global  economy  would  not  be  facilitated  thereby;  on  the  con- 
trary, it  w'ould  probably  be  more  difficult  to  liquidate  economic  national- 
ism attached  to  continental  blocs  in  favor  of  a unified  world  economy 
than  those  now  connected  with  comparatively  smaller  national  econo- 
mies. 

(c)  The  obstacles  to  such  a policy  would  hardly  be  less  if  limited  to 
the  western  hemisphere  than  if  extended  to  the  entire  world,  or  at  least 
to  any  nation  willing  to  enter  into  Reciprocal  Trade  Agreements  with  the 
most-favored  nation  clause.  In  any  case,  concessions  would  be  involved 
which  would  result  in  intensified  competition  for  certain  domestic  pro- 
ducers. As  mentioned  before,  concessions  restricted  to  the  hemisphere 
might  be  less  acceptable  to  many  Latin  Americans  because  the  only 
beneficiary  in  this  case  would  be  the  United  States  as  the  only  advanced 
industrial  country.  This  might  result  in  something  like  a United  States 
economic  monopoly  in  the  rest  of  the  hemisphere.  Most  Latin  Ameri- 
cans would  prefer  to  have  several  potent  industrial  countries  compete 
for  their  market. 

(d)  Preferential  treatment  for  Latin  American  products  in  the  United 
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States  and  for  United  States  products  in  Latin  America  would  also  pro- 
voke retaliatory  measures  in  other  parts  of  the  world,  particularly  Eu- 
rope. For  instance,  Britain  and  the  countries  of  western  and  northern 
Europe  might  discriminate  against  the  imports  of  Latin  American 
cereals,  meats,  wool,  cotton,  and  fruits.  It  is  quite  doubtful  whether  the 
gains  which  Latin  America  could  expect  in  her  exports  to  the  United 
States  would  outweigh  such  losses  in  her  traditional  and  natural  export 
markets. 

In  this  connection  it  is  important  to  remember  that  in  1937  mutual 
trade  between  American  countries,  including  the  United  States  and 
Canada,  absorbed  only  39%  of  their  total  exports.  The  leading  net  ex- 
ports of  the  Western  Hemisphere  which  could  not  be  marketed  in  the 
New  World,  were  then  (in  order  of  importance  and  with  values  in  mil- 
lions in  dollars)  grains  and  flour  (458),  cotton  (427),  petroleum  (426), 
copper  (223),  meats  and  livestock  (173),  tobacco  (136),  and  nonfer- 
rous  metals  other  than  copper  and  tin  (121).  Among  the  net  imports  of 
raw  materials  which  could  not  be  produced  in  sufficient  quantities  in  the 
Western  Hemisphere  were  rubber  (270),  silk  and  rayon  (142),  vege- 
table oils  and  fats  (134),  jute  and  other  vegetable  fibers  (103).  Net  ex- 
ports of  all  goods  amounted  to  $2,897  rnillions;  net  imports  of  all  goods 
to  $1,870  millions.^  It  goes  without  saying  that  a considerably  higher  de- 
gree of  self-sufficiency  can  be  reached,  and  was  temporarily  reached  dur- 
ing the  last  war,  by  the  expansion  of  existing  lines  and  initiation  of  new 
lines  of  production  in  both  Anglo  and  Latin  America  and  by  the  conse- 
quent increase  of  purchasing  power  especially  in  Latin  America, 
whereby  a larger  portion  of  the  foodstuffs  and  raw  material  production 
of  that  area  can  be  absorbed  internally.  But  even  so,  the  figures  just 
quoted  show  conclusively  that  neither  we  nor  the  Latin  Americans  can 
afford  to  disregard  the  importance  of  our  commercial  ties  with  non- 
American  areas. 

(e)  The  effects  of  a Pan-American  economic  bloc  would,  of  course, 
not  be  limited  to  the  economic  field  but  would  extend  to  the  political 
sphere.  In  the  world  in  which  we  live,  such  effects  would  be  decidedly 
harmful.  They  w’ould  mean  a further  weakening  of  the  European  conti- 
nent and  of  Britain  whose  export  trade  to  the  western  hemisphere  would 
meet  additional  obstacles;  it  would  force  those  countries  to  erect  com- 
parable systems  of  regional  blocs,  thereby  adding  to  existing  barriers. 

1 These  figures  are  from  A.  R.  Upgren,  “Raw  Materials  and  Inter-American 
Solidarity,”  in  W.  H.  C.  Laves  (Ed.),  Inter-American  Solidarity  (Chicago:  Univer- 
sity of  Chicago  Press,  1941),  pp.  115  f. 
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Even  worse,  such  action  would  confirm  existing  fears  of  the  splitting  of 
our  world  into  huge  power  blocs  antagonistic  to  each  other.  The  Rus- 
sians would  probably  be  quick  to  interpret  any  such  tendency  as  an  ag- 
gressively imperialistic  move  of  the  United  States,  and  would  counter- 
act it  with  a similar  move  in  their  own  part  of  the  world,  including  the 
eastern  and  southeastern  regions  of  Europe.  Obviously,  this  would  fur- 
ther contribute  to  insecurity  and  economic  decline  in  the  Eastern  Hemi- 
sphere and  to  the  deterioration  of  international  relationships  in  general. 

While  the  idea  of  strengthening  the  Good  Neighbor  Policy  through  a 
system  of  inter-American  preferences  or  a customs  union  may  appeal 
to  many  well-meaning  advocates  of  Pan-Americanism,  we  could  do  so 
only  at  the  price  of  a serious  and  perhaps  decisive  deterioration  of  our 
world-wide  commitments.  It  should  be  evident  by  now  that  no  system 
of  inter-American  cooperation  would  be  adequate  for  the  protection  of 
any  American  country  if  we  should  once  more  drift  toward  international 
anarchy  and,  as  its  inevitable  result,  total  war. 

Most  of  the  foregoing  considerations  also  apply  to  the  idea  of  a prefer- 
ential tariff  system  or  customs  union  of  the  Latin  American  nations  only. 
This  idea  has  considerable  appeal  to  many  Latin  Americans  as  a means 
of  unifying  what  Victor  Raul  Haya  de  la  Torre  called  “the  disunited 
States  of  Indo- America,”  in  the  face  of  the  tremendous  power  of  the 
United  States  and  other  economically  and  politically  strong  nations. 
Nevertheless,  it  does  not  seem  defensible  from  a purely  economic  point 
of  view  as  an  alternative  to  a policy  of  world-wide  reduction  of  trade 
barriers  through  reciprocal  agreements. 

Never  in  peacetime  have  the  Latin  American  countries  conducted 
more  than  one-tenth  of  their  aggregate  exports  or  imports  with  each 
other.  In  Europe,  the  percentage  of  intra-continental  trade  (including  the 
British  Isles)  in  1938  was  64.  Naturally,  if  the  entire  area  now  consti- 
tuted by  twenty  separate  customs  units  could  be  made  one  unit,  intra- 
regional  commerce  would  greatly  increase.  However,  even  then  certain 
basic  factors  would  make  a high  degree  of  self-sufficiency  of  the  area 
unlikely:  low  population  density  with  consequent  labor  shortage  in  most 
parts;  high-cost  output  and  high  transportation  charges  of  important 
raw  materials;  geographic  facts  which  place  Mexico  and  the  Caribbean 
region  closer  to  the  United  States  and  Canada  than  to  most  of  the 
countries  of  South  America;  deficiency  of  capital  supplies,  skilled  labor 
and  technical  experience;  and  inadequate  internal  demand  for  some  of 
the  leading  staple  export  commodities  of  the  area. 

Therefore,  it  seems  safe  to  predict  that  the  natural  markets  for  South 
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American  cereals,  meats  and  wool  will,  for  a long  time  to  come,  continue 
to  be  in  Europe,  while  the  largest  market  for  Brazilian  and  Caribbean  cof- 
fee and  cacao  and  for  Caribbean  bananas,  fibers,  and  sugar  will  continue 
to  be  in  the  United  States.  Latin  America’s  mineral  output  would  still 
depend  chiefly  on  both  European  and  North  American  outlets. 

Furthermore,  the  creation  of  a Latin  American  customs  union  would 
mean  higher  protectionist  tariff's  for  products  of  heavy  and  manufactur- 
ing industries  in  all  parts  of  the  area,  including  some  which,  because  of 
the  absence  of  such  industries,  have  had  relatively  few  such  import  re- 
strictions up  to  now.  This  would  provoke  higher  tariffs  on  Latin  Amer- 
ican raw  material  exports  to  non-regional  nations  and  the  intensification 
of  efforts  for  regional  autarchy  in  other  parts  of  the  world,  at  the  ex- 
pense of  world- wide,  economically  sounder  trade  relations. 

It  is  by  no  means  certain  that  a Latin  American  customs  union  is 
feasible  at  all.  The  past  record  of  similar  efforts  is  decidedly  discour- 
aging. Relations  among  nations  of  that  area  have  not  been  spared,  nor 
are  they  now,  of  the  curses  of  jealousy,  distrust  and  considerations  of 
power  politics.  For  about  a generation  individual  Latin  American  coun- 
tries have  fostered,  with  great  material  sacrifice  to  their  public  treasuries 
and  consumers,  separate  national  industrial  systems  without  any  co- 
ordination designed  to  avoid  unnecessary  overlapping  and  paralleling 
of  efforts.  The  idea  of  regional  planning,  beyond  national  boundaries, 
while  often  invoked  by  intellectuals,  has  hardly  ever  been  practiced  in 
Latin  America,  any  more  than  in  other  areas.  Today,  Chile  plans  to 
grow  beet  sugar  and  to  make  herself  independent  from  her  neighbor 
Peru,  whose  cane  sugar  she  has  bought  so  far,  in  exchange  for  Chilean 
coal.  Mexico,  like  the  United  States,  maintains  a high-cost  sugar  indus- 
try even  though  it  could  get  all  the  sugar  it  needs  from  Cuba  at  a frac- 
tion of  its  domestic  production  cost.  In  July,  1947,  the  Brazilian  textile 
industry  called  for  reprisals  against  Argentina  because  the  Argentine 
Government  restricted  imports  of  Brazilian  textiles,  presumably  as  a 
protection  for  the  growing  domestic  industry. 

In  an  economic  union  of  Latin  America,  high-cost  Colombian  con- 
sumer goods  industries,  for  example,  would  be  just  as  unwilling  to  relin- 
quish their  present  protection  for  the  sake  of  competitive  imports  from, 
say,  Argentina  as  they  would  be  to  do  it  for  the  sake  of  imports  from  the 
United  States,  Britain,  or  Switzerland.  And  the  sacrifice  of  existing  un- 
economic industrial  enterprises  in  Latin  America  would  be  more  jus- 
tified if  it  were  done  within  the  most  comprehensive  system  of  world 
economy,  thus  insuring  lowest  prices  to  the  consumers,  than  if  it  were 
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done  within  the  relatively  narrow  framework  of  a regional  system  in 
which  comparatively  high-cost  producers  would  still  be  preserved 
through  tariff  protection  and  government  subsidies. 

2 . Expansion  of  National  Industries  in  Latin  America  Versus 
United  States  Interest  in  Promotion  of  Exports 

Latin  American  tariff  policies  have  been  characterized,  as  a rule,  dur- 
ing the  past  few  decades,  by  a tendency  to  protect  domestic  consumer 
goods  industries  such  as  textiles,  clothing,  shoes,  rubber  products,  food 
processing,  cement,  chemical  and  pharmaceutical  articles.  In  some  coun- 
tries this  protection  was  extended  to  agricultural  products  such  as  sugar, 
wheat,  cotton,  vegetable  oils,  and  dairy  products.  Several  countries  have 
also  embarked  on  an  ambitious  course  of  development  of  heavy  indus- 
tries turning  out  steel  and  machinery.  In  those  which  have  (Argentina, 
Brazil,  Mexico,  Colombia),  the  highest  protectionist  tariffs  are  found  in 
this  field. 

In  view  of  the  relative  insignificance  of  direct  taxes  in  Latin  America, 
governments  rely  on  customs  receipts  for  a considerable  part  of  their 
revenues.  Therefore,  fiscal  tariffs  apply  to  almost  all  other  import  com- 
modities. Sometimes,  the  two  contradictory  purposes  of  raising  revenues 
through  moderate  tariffs  and  protecting  domestic  producers  through 
high  tariffs  come  into  open  conflict.  Raw  materials  and  machinery  which 
are  considered  indispensable  for  domestic  processing  industries  and  which 
cannot  be  produced  internally  are  frequently  admitted  duty-free.  So  are 
breeding  stock  imported  for  the  improvement  of  domestic  livestock. 
Tariffs  policies  favor,  as  a rule,  the  importation  of  parts  for  assembly 
within  the  country,  rather  than  importation  of  the  finished  product. 

Export  tariffs  for  revenue  purposes  are  levied  on  staple  export  com- 
modities, particularly  raw  materials,  such  as  fruits,  ores,  and  petroleum. 
In  certain  cases,  such  as  Mexican  fibers,  tariff  policy  favors  exportation 
of  the  article  after  processing  in  the  country  of  origin  rather  than  the 
exportation  of  the  unprocessed  raw  material. 

In  times  of  emergency,  tariffs  have  been  manipulated  for  price  con- 
trol purposes.  Thus,  during  the  recent  war  and  immediately  thereafter 
Latin  American  governments  have  levied  extra  export  taxes  on  domestic 
commodities  which  were  in  great  demand  abroad,  in  order  to  assure 
adequate  supplies  for  the  home  market.  Measures  designed  to  restrict 
certain  imports  even  further  than  normally  have  often  been  used  to  con- 
serve scarce  foreign  currency  for  the  importation  of  capital  goods  or 
■ consumer  supplies  which  were  considered  more  important. 
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The  tendency  to  develop  industries  in  Latin  America  is  understand- 
able and  to  a certain  extent  justified  as  a reaction  to  the  damage  caused 
to  the  Latin  American  economies  by  the  system  of  monoculture  in  a 
period  of  disintegrating  world  trade,  mounting  nationalisms  in  econom- 
ically more  highly  developed  countries,  prolonged  economic  depres- 
sions, and  political  world  anarchy.  Especially  during  the  recent  wars  the 
domestic  production  of  consumer  goods  seemed  to  be  the  only  way  to 
satisfy  vital  demands  of  the  public.  Many  enterprises  were  begun 
during  the  war  years  in  a kind  of  hothouse  atmosphere,  comfortably 
sheltered  from  the  rigors  of  outside  competition.  Now,  with  prewar 
suppliers  once  more  appearing  on  Latin  American  markets,  such  “emer- 
gency producers”  loudly  clamor  for  protection  in  order  to  survive.  Yet, 
thoughtful  Latin  Americans  ask  themselves  very  seriously  whether  a 
policy  of  industrial  development  at  almost  any  price  should  be  pursued 
indefinitely;  particularly  at  a time  when  the  return  to  freer  forms  of  in- 
ternational exchange  is  almost  universally  recognized  as  an  indispensa- 
ble prerequisite  of  world  order. 

The  draft  of  the  International  Trade  Charter,  as  adopted  by  the 
seventeen-nation  Preparatory  Committee  of  the  United  Nations  Con- 
ference on  Trade  and  Employment  in  Geneva,  in  August,  1947,  states 
as  some  of  the  “objectives”  of  the  states  parties  to  the  Charter:  “To 
foster  and  assist  industrial  and  general  economic  development,  par- 
ticularly of  those  countries  which  are  still  in  the  early  stages  of  industrial 
development,  and  to  encourage  the  international  flow  of  capital  for 
productive  investment;  to  further  the  enjoyment  by  all  countries,  on 
equal  terms,  of  access  to  the  markets,  products  and  productive  facilities, 
which  are  needed  for  their  economic  prosperity  and  development;”  and 
“to  reduce  tariffs  and  other  barriers  to  trade  and  to  eliminate  discrim- 
inatory treatment  in  international  commerce.”^ 

“The  Members  recognize  that  special  government  assistance  may  be 
required  to  promote  the  establishment,  development  or  reconstruction 
of  particular  industries,  or  particular  branches  of  agriculture,  and  that 
in  appropriate  circumstances  the  grant  of  such  assistance  in  the  form 
of  protective  measures  is  justified.  At  the  same  time  they  recognize  that 
an  unwise  use  of  such  measures  would  impose  undue  burdens  on  their 
own  economies,  unwarranted  restrictions  on  international  trade  and 
might  increase  unnecessarily  the  difficulties  of  adjustment  for  the  econ- 
omies of  other  countries.”^ 


2 Chapter  I,  Article  i,  pars.  2,  3,  4. 

3 Chapter  III,  Article  13,  par.  i. 
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The  incipient  industries  of  Latin  America  are  in  most  cases  unable  to 
face  the  competition  of  foreign  imports  on  an  equal  basis.  Several  fac- 
tors curtail  very  seriously  the  efficiency  of  industrial  enterprises  in  most 
parts  of  Latin  America:  (a)  Lack  of  an  adequate  raw  material  basis. 
Basic  raw  material  resources,  such  as  iron  and  coal,  are  either  completely 
lacking  or  they  exist  only  in  poor  quality  or  their  deposits  are  in  remote 
parts  of  the  country  with  poor  transportation  facilities  to  the  centers  of 
manufacturing  and  demand,  (b)  The  demand  for  manufactured  products 
is  relatively  very  small  in  view  of  the  sparse  population  of  most  coun- 
tries and  the  extremely  low  purchasing  power.  This  factor  is  intensified 
by  the  fact  that  the  area  is  divided  into  twenty  separate  customs  areas 
and  that  practically  all  countries  aim  at  the  development  of  domestic  in- 
dustries of  their  own,  thereby  developing  parallel  projects  and  reducing 
the  potential  market  of  such  industries  as  are  now  being  developed  in 
other  Latin  American  countries,  (c)  The  small  production  scale  of  in- 
dustries makes  the  introduction  of  modern  assembly-line  methods  dif- 
ficult and  results  in  relatively  high  costs  of  production,  (d)  Scarcity  of 
skilled  and  specialized  labor  is  another  important  handicap,  (e)  Capital 
is  limited  and  interest  rates  are  substantially  higher  than  in  the  United 
States. 

This  explains  partly  why  Latin  American  industrialists  find  it  diffi- 
cult or  impossible  to  keep  pace  with  technological  advances  and  why 
many  of  their  plants  are  handicapped  by  obsolete  equipment  and  ineffi- 
cient production  methods.  For  example,  the  average  Mexican  weaver 
operates  four  looms,  against  the  thirty  looms  of  an  average  British 
weaver  and  the  hundred  of  an  average  United  States  weaver. 

Under  these  circumstances  it  must  be  doubted  very  seriously  whether 
the  development  and  maintenance  of  artificially  stimulated  domestic  pro- 
duction, at  costs  considerably  higher  than  those  of  foreign  imports,  is  of 
real  benefit  to  a sizable  proportion  of  the  Latin  Americans  themselves, 
in  times  of  peace.  In  only  too  many  cases  it  obviously  is  not.  It  is  of 
scant  satisfaction  to  the  average  consumer  in  Mexico  or  Chile  to  know 
that  a pair  of  shoes  or  a shirt  or  an  electric  bulb  offered  him  in  the  local 
stores  is  of  national  manufacture,  if  its  price  is  twice  as  high  as  that  of 
a comparable  article  of  foreign  manufacture.  People  who  have  to  pay 
more  for  clothes,  household  articles,  and  electrical  supplies,  because  of 
the  supposed  necessity  to  promote  domestic  industries,  will  be  able  to 
spend  so  much  less  for  food,  housing  and  books.  In  other  words,  the 
protection  of  certain  domestic  industries  detracts  purchasing  power  from 
other  and  quite  possibly  more  important  branches  of  the  national  econ- 
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omy.  It  prevents  consumers  from  adequately  satisfying  other,  socially 
desirable,  demands  and  benefits  only  a small  segment  of  the  population 
which  is  directly  connected  with  the  favored  industry.  That  benefit, 
too,  is  largely  illusory  if  we  consider  that  even  people  employed  by 
domestic  industries  are  affected  by  the  general  rise  of  the  price  level, 
caused  by  a systematic  policy  of  protectionism.  After  once  granting 
protection  to  some  industries  it  is  practically  impossible  to  refuse  the 
same  favor  to  others,  with  the  result  that  the  whole  price  level  will  be 
pushed  up  and  essential  consumer  goods  will  be  priced  out  of  the  reach 
of  large  masses  of  low  income  groups.  Urgently  needed  low-cost  home 
building  has  been  seriously  handicapped  in  several  countries  of  Latin 
America  by  protectionism  favoring  domestic  producers  of  construction 
materials,  particularly  cement.^  The  competitive  power  of  domestic 
exporters  is  seriously  reduced  by  higher  production  costs  resulting  from 
an  increased  cost  of  living. 

Monopolies  of  producers  are  facilitated,  with  consequent  detriment 
to  the  consumers  who  have  to  pay  high  prices  for  poor  quality.®  These 
effects  have  become  only  too  obvious  in  Latin  America  in  recent  years 
and  have  provoked  a certain  reversal  of  public  opinion  toward  “na- 
tional” industries. 

As  in  many  other  countries,  manufacturers  in  Latin  America  have 
become  accustomed  to  look  at  state  protection  as  the  principal  factor 
for  the  success  of  their  enterprises,  instead  of  efficiency  and  improve- 
ments in  technology  and  management. 

It  is  not  surprising  to  find  that  Latin  American  labor  spokesmen  are 
trying  to  have  their  cake  and  eat  it  too.  The  Second  Congress  of  the 
Confederation  of  Latin  American  Workers,  in  Cali,  Colombia,  in 
March,  1945,  in  a resolution  called  for  “the  revision  of  the  traditional 
tariff  system  so  that  the  customs  duties  perform  the  function  of  pro- 
tecting the  native  industries  but  without  causing,  as  has  been  the  case 
up  to  now,  the  stagnation  of  production  techniques  and  of  labor  con- 
ditions on  a level  adverse  to  the  accelerated  technological  progress  of 
our  time.” 

The  following  statement  by  Daniel  Cosfo  Villegas,  the  Mexican 

^ About  the  situation  in  Chile,  see  Willy  Feuerlein  and  Elizabeth  Hannan,  op.  cit., 

P-  193- 

5 It  could  be  argued  that  this  is  not  worse  than  to  have  to  pay  high  prices  to  foreign 
cartels.  However,  under  conditions  of  relatively  free  international  trade  there  exists 
a better  chance  to  maintain  effective  competition.  Furthermore,  protectionism  in 
Latin  America  has  often  given  rise  to  the  establishment  of  a tight  monopoly  over 
the  domestic  market,  with  prominent  participation  of  powerful  foreign  interests. 
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economist,  is  applicable  to  many  countries  of  Latin  America:  “Mexico 
conceived  very  early  the  hope,  which  it  has  maintained  always,  of  be- 
coming an  industrial  country.  Therefore  it  was  believed  that  by  manip- 
ulating the  list  of  duty-free  imports  the  Mexican  industry  only  needed, 
besides  a certain  tariff  protection,  easy  and  cheap  supplies  of  some  raw 
materials  and  of  specific  types  of  machinery  in  order  to  be  created  and 
to  prosper  beyond  measure.  In  effect,  thereby,  inasmuch  as  staple  con- 
sumer goods  were  affected,  the  present  was  sacrificed  to  a future  which 
has  not  yet  come  into  existence;  a mistake  which  has  cost  the  Mexican 
people  innumerable  sacrifices.”® 

An  increasing  number  of  vested  interests  are  being  created,  including 
both  capital  and  labor,  who  exercise  strong  political  influence  and  are 
therefore  in  a position  to  assure  the  maintenance  of  protectionist  trade 
policies  and  subsidies.  All  this  makes  the  idea  of  “educational  tariffs,” 
to  be  removed  after  an  initial  period  of  industrial  development,  illusory. 

There  are  other  unfavorable  effects  of  this  trend  toward  a maximum 
degree  of  self-sufficiency.  By  trying  to  develop  a great  variety  of  lines 
of  production,  no  account  is  taken  of  the  need  for  economizing  the 
limited  natural,  human  and  capital  resources.  These  resources  could  be 
used  to  much  greater  advantage  by  concentrating  on  the  development  of 
a limited  number  of  lines  of  production — the  kind  of  production  for 
which  each  country  is  best  fitted  by  virtue  of  its  geography,  its  raw 
material  resources,  the  density  and  structure  of  its  population,  and  other 
social  factors. 

A warning  should  be  voiced  particularly  against  the  superficial  argu- 
ments in  favor  of  industrialization  of  “economically  backward”  areas 
which  makes  no  distinction  between  countries  of  high  population  den- 
sity per  unit  of  cultivable  land  and  those  which  suffer  precisely  from  the 
opposite  situation.  Quite  possibly,  industrialization  can  be  the  salvation 
for  Java  and  India  with  their  i,ooo  and  250  persons  per  square  mile,  as 
it  was  for  Japan  with  its  470  persons  per  square  mile.  On  the  other 
hand,  Argentina,  Brazil  and  Colombia  with  their  population  densities  of 
II,  13,  and  20  per  square  mile  do  not  suffer  from  overpopulation  but,  on 
the  contrary,  from  a shortage  of  labor  supply.  Indiscriminate  stimulation 
of  industries  would  intensify  that  problem,  draw  labor  from  vital  lines 
of  production,  cause  unnecessary  internal  dislocations,  and  raise  the 
general  level  of  production  costs. 

It  is  easy  to  see  what  must  be  done  if  Latin  America  persists  in  its 

6 Quoted  by  Joaquin  Ramirez  Cabanas,  in  Revista  de  Economia,  Mexico,  X,  3,  pp. 
53-54- 
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intention  to  industrialize  its  economies;  (i)  existing  tariffs  must  be 
maintained  and  in  many  cases  raised;  (2)  additional  duties  must  be 
introduced  for  new  industries;  (3)  foreign  exchange  control  systems, 
which  in  the  past  have  often  served  as  an  additional  means  of  protection, 
must  be  preserved  or  revived;  (4)  outright  import  restrictions  through 
administrative  dictates  will  be  resorted  to  in  many  cases,  as  is  already 
true  in  Argentina;  and  (5)  even  currency  devaluation  will  again  be 
considered  in  order  to  place  foreign  products  even  more  beyond  the 
reach  of  domestic  consumers. 

It  is  equally  easy  to  see  what  will  be  the  repercussions  of  such  a 
policy.  Reprisals  directed  against  Latin  American  exports  by  other 
countries  which  will  find  themselves  hurt  would  be  inevitable.  The  pres- 
ent efforts  to  promote  intensification  of  world-wide  trade  through  the 
gradual  lowering  of  tariffs  and  the  abolishing  of  administrative,  prefer- 
ential and  discriminatory  measures  will  be  in  vain,  particularly  in  view 
of  the  important  position  which  Latin  America  occupies  today  in  world 
economy,  in  comparison  with  prewar  times. 

Latin  American  protectionism  is  of  course  diametrically  opposed  to 
the  declared  policy  of  the  United  States  government  to  bring  about  freer 
international  trade  conditions.  This  conflict  came  into  the  open  at  the 
Inter-American  Conference  on  Problems  of  War  and  Peace  in  Mexico 
City,  early  in  1945  when  Mr.  William  L.  Clayton,  then  Assistant  Sec- 
retary of  State,  presented  a draft  for  an  Economic  Charter  of  the  Amer- 
icas. A significant  part  of  that  draft  was  the  demand  “for  practical  and 
effective  cooperative  measures  to  reduce  barriers  of  all  kinds  to  the  flow 
of  international  trade”  and  “elimination  of  economic  nationalism  in  all 
its  forms.”  This  had  to  be  watered  down  considerably  before  it  proved 
acceptable  to  the  Latin  American  delegates.  The  reduction  of  trade  bar- 
riers is  now  qualified  by  the  provision:  “in  accordance  with  the  purpose 
of  assuring  all  peoples  of  the  world  high  levels  of  living  and  the  sound 
development  of  their  economies.”  “Elimination  of  economic  nationalism 
in  all  its  forms”  was  restricted  to  elimination  of  “the  excesses  which 
may  result  from  economic  nationalism,”  with  the  significant  addition: 
“including  . . . the  dumping  of  surpluses  of  national  production  in  world 
markets.”  It  seems  reasonable  to  surmise  that  in  this  connection  some 
Latin  American  delegates  may  have  had  in  mind  the  export  of  United 
States  cotton.  Also,  an  item  in  the  United  States  draft  calling  on  all 
American  republics  “to  refrain  from  the  establishment  of  state  enter- 
prises for  the  conduct  of  trade”  was  eliminated  from  the  final  version. 
Today  at  least  one  American  nation,  Argentina,  has  such  enterprises. 
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Ever  since  that  time  the  so-called  Clayton  Plan  has  been  the  object  of 
criticism  and  antagonistic  propaganda  throughout  Latin  America.  The 
efforts  made  by  Messrs.  Cordell  Hull  and  William  Clayton  on  behalf 
of  a liberalization  of  international  trade  have  been  compared  to  Cob- 
den’s  and  Gladstone’s  trade  policies  in  so  far  as  all  these  men  were  al- 
legedly attempting  to  induce  weaker  and  less  developed  countries  to 
sacrifice  their  aspirations  of  more  balanced  economic  growth  to  the  un- 
limited trade  expansion  of  one  preeminent  industrial  nation.^ 

It  is  interesting  to  note  that  in  this  propaganda  domestic  industrialists 
have  joined  hands  with  labor  organizations.  In  several  countries,  includ- 
ing Mexico  and  Cuba,  organizations  of  industrialists  have  entered  into 
agreements  with  labor  unions  providing  for  cooperation  in  order  to 
secure  continued  and  intensified  government  protection  for  domestic 
industries  in  the  face  of  what  is  often  described  as  an  attempt  of  United 
States  interests  to  ruin  Latin  American  producers  and  to  curtail  the  eco- 
nomic independence  of  the  less  developed  countries  to  the  south.  In 
March,  1945,  when  the  economic  committees  of  the  Chapultepec  Con- 
ference were  studying  the  so-called  Clayton  Plan,  the  National  Chamber 
of  Transforming  Industries  of  Mexico,  the  Confederation  of  Chambers 
of  Commerce,  the  Confederation  of  Mexican  Workers  and  Vicente 
Lombardo  Toledano,  President  of  the  Confederation  of  Latin  American 
Workers,  issued  a statement  warning  against  the  acceptance  of  “the 
North  American  free  trade”  which,  according  to  them,  “would  never 
be  convenient  to  us,  because  of  our  backward  conditions.”® 

The  following  opinions  were  voiced  in  a formal  report  presented  to 
the  First  National  Congress  of  Transforming  Industries  at  Mexico 
City,  in  April,  1947:  “The  Clayton  Plan  . . . means  nothing  but  a 
plan  for  world  dominion  and  for  the  abolition  of  competition  and  free- 
dom. The  role  which  the  United  States  plays  in  it  is  that  of  a metro- 
politan country  while  the  other  countries  are  on  the  level  of  satellite 
states.  Only  the  United  States  is  defending  this  neo-liberalism.  The 
other  countries,  all  over  the  world,  are  opposed  to  the  total  loss  of  their 
independence  on  the  altar  of  something  whieh  pretends  to  be  democracy 
and  liberty  but  which  is  nothing  more  than  an  egotistic  and  cunning 
libertinism.  Thus,  the  other  countries  are  assuming  an  attitude  of  repu- 
diation of  this  thesis  by  means  of  protectionist  measures,  both  particular 
and  general.  Mexico  is  one  of  these  countries  and  in  its  very  heart  it  is 

7 Gustavo  Polit,  “Los  tratados  y convenios  comerciales  celebrados  por  Mexico  con 
otros  paises.”  Revista  de  Econoniia,  Mexico,  X,  3,  1947,  pp.  69-70. 

8Tietf7po,  Mexico,  Adarch  9,  1945. 
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the  national  industry  which  represents  the  living  thought  and  action  of 
the  fatherland  on  its  march  toward  a better  future.”®  It  is  interesting 
and  useful  to  consider  the  important  points  of  contact  between  this  ap- 
peal of  leading  capitalists  of  our  immediate  neighboring  country  and  the 
anti-United  States  propaganda  of  communist  origin  which  is  now  spread- 
ing over  many  parts  of  the  world. 

In  April,  1947,  the  Mexican  and  the  Latin  American  Labor  Confed- 
erations made  joint  statements  identifying  themselves  with  the  protec- 
tionist demands  of  the  Congress  of  Transforming  Industries  of  Mexico. 
They  denounced  the  thesis  of  free  trade  as  “harmful  to  the  Mexican 
economy;”  requested  the  government  to  insist  on  a revision  of  the  exist- 
ing trade  agreement  with  the  United  States,  inasmuch  as  it  “is  a begin- 
ning of  the  execution  of  the  Clayton  Plan  which  does  not  offer  any  bene- 
fit at  all  to  our  country  and  only  inflicts  grave  damage  on  it;”  and  asked 
for  strict  government  control  of  both  imports  and  exports  and  “tariff 
protection  in  order  to  prevent  the  tidal  wave  of  the  large  North  Amer- 
ican production  from  crushing  the  existent  industries  in  our  country.” 
They  added:  “The  working  class  of  Mexico  supports  in  all  its  parts  the 
conclusions  reached  by  the  First  Congress  of  Mexican  Transforming  In- 
dustries concerning  import  and  export  controls,  tariffs,  subsidies  for 
industries,  international  trade  agreements,  and  duties  of  the  Mexican 
industry.”^® 

Shortly  before  the  opening  of  the  International  Conference  on  Trade 
and  Employment  in  Havana,  in  November,  1947,  a mass  demonstration 
of  Mexican  workers  and  employers  was  held  before  the  National  Palace 
in  Mexico  City.  Signs  were  carried  asserting  that  the  purpose  of  the 
Conference  was  “the  international  establishment  of  the  Clayton  Plan 
which  constitutes  a danger  to  the  political  and  economic  sovereignty  of 
the  Latin  American  nations.”  Jose  R.  Colin,  prominent  industrialist  and 
member  of  the  National  Chamber  of  Transforming  Industries  of  Mexico, 
in  addressing  the  meeting  declared  that  “the  future  of  Mexico  is  threat- 
ened by  a panorama  similar  to  that  of  1847.  . . . VVe  industrialists,  as 
well  as  the  workers,  ask  for  tariff  protection  as  the  only  means  which 
can  save  us  from  unemployment.  Unemployment  has  begun  to  make 
itself  felt  thanks  to  the  Trade  Agreement  of  1942  which  was  signed 
by  able  North  American  diplomats  and  ignorant  Mexican  diplomats. 

9 Engineers  Agusti'n  Fouque,  Carlos  Benitez  and  Abel  Morros,  in  Revista  de 
Economia,  Mexico,  X,  4-5,  1947,  p.  58.  (Translated  by  the  author.) 

toNoticiero  de  la  CTAL,  Alexico,  D.  F.,  Mav  5,  1947.  (Translated  by  the  author.) 

11  International  News  Service  Dispatch  bv  Ricardo  Toraya,  Mexico  City,  Novem- 
ber 18,  1947. 
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Similar  charges  were  made  by  Vicente  Lombardo  Toledano,  on  behalf 
of  the  Confederation  of  Latin  Ameriean  Workers,  in  a message  addressed 
to  the  Havana  Conference.  He  also  charged  that  “the  Clayton  Plan 
which  is  to  be  discussed  in  Havana  not  only  intends  the  destruction  of 
tariff  barriers  but  also  proposes  acceptance  of  the  principle  that  foreign 
capital  may  be  invested  in  any  country  without  restrictions  other  than 
those  imposed  on  national  eapital.  Furthermore,  it  forces  the  countries 
producing  raw  materials  to  sign  conventions  for  the  obligatory  sale  of 
such  products  to  the  countries  which  need  them,  but  these,  in  turn,  do 
not  obligate  themselves  to  sell  machinery  and  industrial  equipment. 

The  Latin  Americans  maintain  that  they  cannot  be  expected  to  re- 
nounce the  right  to  restrict  “unnecessary”  foreign  imports  (those  either 
considered  luxury  or  produced  domestically)  in  order  to  conserve  pre- 
cious and  scarce  foreign  currency  for  the  purchase  of  necessary  import 
commodities  which  are  unobtainable  within  their  countries.  They  argue 
that  Reciprocal  Trade  Agreements  with  the  most  favored  nation  clause 
between  a highly  industrialized  country  with  greatly  diversified  re- 
sources like  the  United  States,  and  technologically  backward  countries 
which  are  just  beginning  to  struggle  toward  diversification  of  produc- 
tion place  these  latter  in  an  unfair  disadvantage,  lay  them  open  to  being 
swamped  with  imports  of  all  kinds  and  thus  cause  the  ruin  of  their 
domestic  industries  and  unfavorable  trade  balances.  They  feel  that 
liberalism  in  international  trade  favors  only  those  countries  which  have 
sufficient  economic  power  to  take  advantage  of  it. 

This  issue  is  further  complicated  by  the  fact  that  the  United  States 
has  doubled  its  industrial  production  during  the  recent  war  years. In 
the  opinion  of  many  Latin  Americans,  this  will  soon  force  the  United 
States  to  look  for  outside  markets  with  more  energy  than  ever  before, 
and  to*expand  its  export  trade  for  an  adequate  utilization  of  at  least 
part  of  that  additional  produetive  capacity.  This  has  made  many  Latin 
Americans  feel  that,  far  from  making  “concessions”  in  future  trade 

12  Notkiero  de  la  C.T.A.L.,  Mexico,  D.  F.,  December  i,  1947.  (Translated  by  the 
author.) 

13  According  to  the  Bank  for  International  Settlements,  the  monthly  index  of 
industrial  production  in  the  United  States  increased  from  100  in  the  average  of 
January  to  June,  1939  to  230  in  April,  1945.  In  March,  1947,  it  was  about  185. 
{Federal  Reserve  Bulletin,  XXXIII,  10,  October,  1947,  p.  1231). 

Seymour  E.  Harris  estimated  in  1944  “very  roughly  that  the  expansion  of  output 
in  Latin  America  at  the  very  most  has  been  of  the  order  of  about  20  per  cent,  as 
compared  with  an  expansion  of  75  per  cent  in  the  United  States.”  (S.  E.  Harris, 
Ed.,  Economic  Problems  of  Latin  America,  New  York:  McGraw-Hill,  1944,  p.  19.) 
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agreements,  they  must  intensify  protectionist  measures  if  they  do  not 
want  to  see  all  their  domestic  manufacturing  killed  in  short  order.  In 
that  event,  they  fear,  their  countries  would  be  forced  to  revert  to  the 
status  of  primitive,  monocultural,  raw  material-producing  countries 
which  once  more  would  be  helplessly  exposed  to  the  harmful  effects 
of  economic  world  depressions,  restrictive  trade  policies  of  other  coun- 
tries, and  future  war. 

President  Miguel  Aleman  of  Mexico,  in  his  address  before  the  Gen- 
eral Assembly  of  the  United  Nations  in  the  spring  of  1947,  stressed  the 
right  of  economically  less  advanced  countries  to  extend  special  protec- 
tion to  insufficiently  developed  branches  of  their  economies. 

In  another  speech  in  New  York,  on  May  2,  1947,  President  Aleman 
declared  the  type  of  nationalism  for  which  the  less  developed  nations 
stand  today  “holds  that  a policy  based  on  a supposed  economic  and  com- 
mercial equality  stunts  the  growth  of  the  less  industrially  developed 
countries;  it  is  tantamount  to  dividing  humanity  into  two  irreconcilable 
camps,  one  made  up  of  countries  that  have  unhampered  access  to  raw 
materials  and  export  without  hindrance  their  manufactured  products, 
and  the  other  of  countries  selling  their  raw  materials  at  low  prices  while 
they  buy  at  high  prices  the  goods  produced  with  their  own  raw  mater- 
ials. These  latter  countries,  having  no  protection,  find  insurmountable  ob- 
stacles when  they  seek  to  industrialize  adequately  their  own  resources.” 

And  at  the  United  Nations  Conference  on  Trade  and  Employment  in 
Geneva  in  1947,  the  chief  of  the  Brazilian  delegation  declared:  “We  do 
not  expect  to  be  asked  for  favors  that  may  harm  our  economic  progress. 
Naturally,  we  are  not  in  a position  to  make  the  same  substantial  reduc- 
tions in  our  tariffs  as  the  nations  with  more  mature  economies.  This  is 
primarily  because  we  need  protection  for  our  infant  industries.  ...  In 
our  negotiations  we  shall  be  guided  by  the  principle  that,  as  a country  in 
the  process  of  growth,  Brazil  needs  certain  goods  more  than  others. 
Therefore  we  hope  that,  taking  cognizance  of  this  reality,  other  coun- 
tries will  not  ask  us,  at  least  during  a necessary  period  of  readjustment, 
for  concessions  on  products  that  Brazil  already  produces  or  on  which 
Brazil  cannot  spend  its  precious  monetary  reserves  accumulated  during 
the  war  or  resulting  from  our  favorable  balance  of  trade.  ...  It  is  not 
enough  to  liberate  world  trade  on  the  basis  of  the  present  purchasing 
power  of  peoples.  This  static  concept  must  be  complemented  by  a dy- 
namic one  leading  to  the  economic  development  of  nations.  . . . Brazil 
works  today  at  a more  balanced  development  of  her  economy.  This  can 
be  had  only  if  her  industries  have  their  growth  favored.” 
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Whatever  fault  we  may  find  with  this  reasoning,  we  have  to  recog- 
nize that  this  attitude  is  representative  of  present  governmental  policies 
and  prevailing  public  opinion  throughout  Latin  America. 

It  should  also  be  remembered  that  this  whole  problem  is  intimately 
linked  with  political  considerations.  In  the  eyes  of  many  Latin  Amer- 
icans the  danger  of  one-sided  economic  dependence  on  the  United  States 
has  very  greatly  increased  as  an  effect  of  World  War  II  with  consequent 
virtual  disappearance  of  strong  non-American  competitor  nations  on  the 
Latin  American  market.  The  possibility  of  a United  States  monopoly  in 
Latin  America  would  inevitably  have  political  implications.  It  would  in- 
tensify and  perpetuate  the  predominance  of  the  “colossus  of  the  North” 
over  its  weaker  and  poorer  neighbors.  Domestic  industries  are  expected 
to  lessen  that  dependence. 

Aside  from  such  more  or  less  rational  considerations  there  are  also 
purely  emotional  factors  which  enter  into  this  question.  Economic  di- 
versification and  domestic  production  not  only  of  consumer  goods, 
but  especially  machinery,  and  of  steel,  the  basis  of  most  heavy  indus- 
tries, appears  to  an  increasing  number  of  Latin  Americans  as  a symbol 
of  national  sovereignty  and  pride.  Many  of  them  are  willing  to  pay  a 
heavy  price  for  this  evidence  of  national  strength  and  collective  vitality. 

There  is  a wide-spread  impression  among  Latin  Americans  today  that 
the  unique  expansion  of  industries  in  the  United  States  was  chiefly  due 
to  the  protectionist  trade  policy  of  this  country.  They  do  not  see  why 
Latin  America  today  should  not  be  entitled  to  follow  that  example.  In 
this  connection  it  should  be  pointed  out  that  the  industrial  development 
of  the  United  States  was  attained  not  primarily  as  a result  of  tariff 
protection,  but  that  it  was  rather  based  on  a combination  of  a tremen- 
dous variety  and  quantity  of  raw  material  resources;  a large  area  of 
free  internal  trade  with  rapidly  increasing  productive  power;  adequate 
and  relatively  cheap  labor  supply  for  industries  during  the  period  of 
their  most  rapid  growth,  thanks  to  the  encouragement  of  mass  immigra- 
tion; spread  of  popular  education;  a minimum  of  restrictions  of  indi- 
vidual enterprise  by  a traditional  pre-capitalistic  social  structure  or  by 
government;  political  stability,  relative  internal  peace  and  juridical 
safety,  all  indispensable  for  attracting  capital  investments;  absence  of 
discriminatory  treatment  of  foreign  capital,  labor,  and  entrepreneurs; 
and,  last  but  not  least,  consistent  pursuit  of  mechanization  and  greatest 
efficiency  of  production  and  distribution. 

The  prospects  for  the  future  growth  of  Latin  America’s  economy 
would  be  much  brighter  if  more  of  its  leaders  were  willing  to  emulate 
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this  example  rather  than  to  focus  their  attention  on  essentially  restric- 
tive measures  designed  to  limit  or  eliminate  competition. 

3 . Economic  Nationalism  in  Latin  America  Versus  Need  for 
Foreign  Capital  and  Experience 

Certain  activities  of  foreign-controlled  enterprises  in  Latin  America 
have  long  been  criticized  by  Latin  Americans.  It  was  felt  that  foreign 
corporations  were  making  excessive  profits  at  the  expense  of  native 
workers  and  employees;  that  they  charged  exorbitant  prices  and  utility 
rates  to  domestic  consumers;  that  they  contributed  too  little  to  the  na- 
tional treasuries  of  the  countries  where  they  operated;  that  they  often 
interfered  unduly  in  the  internal  politics  of  such  countries  and  con- 
tributed to  the  corruption  of  politicians  and  government  employees; 
that  they  provoked  international  friction  and  interventions  by  foreign 
governments;  and  that  they  failed  to  re-invest  a substantial  part  of  their 
profits  in  the  countries  where  they  had  earned  them.  Another  frequent 
cause  of  resentment  was  the  discriminatory  treatment  of  national  em- 
ployees in  comparison  with  foreigners,  citizens  of  the  country  of  the 
corporation,  who  usually  received  higher  pay  for  the  same  type  of  work 
performed  by  natives.  This  charge  has  been  made  especially  against 
United  States  corporations  operating  in  Latin  America.  It  has  also  been 
charged  that  executive  positions  are  hardly  ever  filled  with  Latin  Amer- 
icans, even  when  competent  candidates  are  available 

In  addition  to  all  these  more  or  less  specific  and  more  or  less  justified 
objections  to  the  business  policies  of  foreign  corporations,  the  very  fact 
that  important  enterprises  are  controlled  by  absentee  foreign  interests 
has  come  to  be  deeply  resented  by  Latin  Americans.  This  is  probably 
natural,  if  regrettable,  from  our  point  of  view,  considering  the  almost 
universal  wave  of  nationalism  which  is  sweeping  over  the  materially  less 
advanced  and  the  politically  dependent  areas  in  our  time.  A number  of 
measures  have  been  taken  in  the  countries  to  the  south  in  order  to  cur- 
tail this  foreign  control  of  important  segments  of  their  national  economy. 
These  include  extreme  cases  of  outright  expropriations,  some  of  which 
might  be  more  properly  described  as  confiscations,  as  in  the  case  of  the 
oil  industries  of  Mexico  and  Bolivia;  the  acquisition  of  foreign-owned 
public  utilities  by  national  governments  through  more  or  less  voluntary 
sale,  as  in  the  cases  of  the  telephone  and  railroad  systems  of  Argentina  and 
the  light  and  power  systems  of  Chilean  cities;  restriction  of  capital  trans- 
fers from  Latin  American  countries  and  special  taxation  designed  to  in- 
duce absentee  capitalists  to  re-invest  their  earnings  in  Latin  America; 
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and  legislative  measures  designed  to  restrict  certain  activities  of  foreign 
corporations.  Such  measures  include  the  fixing  of  a maximum  percent- 
age of  payrolls  and  of  the  number  of  employees  for  non-citizens;  the 
fixing  of  public  utility  rates  by  government  agencies restrictions  on 
transfer  of  profits  abroad;  the  exclusion  of  foreigners  from  certain  types 
of  enterprise,  such  as  coastal  shipping,  banking  or  insurance;  and  labor 
legislation  designed  to  “milk”  foreign-controlled  enterprises  in  the  in- 
terest of  native  labor.  Needless  to  say  there  has  also  been  a marked 
tendency  to  make  powerful  foreign  corporations  pay  higher  taxes  and 
fees,  especially  in  the  oil  business. 

There  is  no  doubt  that  some  of  these  measures  can  be  defended 
within  reasonable  limits.  It  is  evident  that  with  the  increasing  maturity 
of  the  economic  structure  of  some  of  the  countries,  with  the  growth  of 
an  effective  public  opinion  and  with  the  gradual  strengthening  of  the  in- 
ternational position  of  countries  like  Argentina,  Brazil,  Chile,  Co- 
lombia, and  Mexico,  foreign  corporations  must  expect  to  conform  to 
national  standards  and  to  what  is  considered  national  interest  much 
more  than  they  did  fifty  or  even  twenty- five  years  ago.  One  or  two 
generations  ago,  foreign  corporations  often  performed  an  indispensable 
and  unique  function  which  at  that  time  could  not  be  performed  by 
either  the  national  governments  or  national  private  businessmen.  It  was 
only  they  who  were  able  and  willing  to  invest  relatively  large  amounts 
of  capital  in  the  opening  and  equipment  of  mines;  the  search  for  and 
exploitation  of  oil  wells;  the  construction  and  operation  of  railroads  and 
public  utilities;  the  development  of  fruit  plantations  in  tropical  areas 
which  required  almost  everything  except  soil  and  climate  to  be  made 
productive:  population,  housing,  railroads,  shipping  services,  port  facil- 
ities, telegraph  and  telephone  communications,  sanitation  and  health 
facilities,  schools,  etc.  It  was  only  natural  that  under  such  circumstances 
enterprises  like  the  United  States  fruit  companies  and  meat-packing  com- 
panies, the  British-Dutch  and  North  American  oil  companies,  the  Euro- 
pean and  North  American  utility  corporations  and  mining  companies 
acquired  a tremendous  stronghold  on  the  economic  and  political  life  of 
the  countries  in  which  they  operated.  Frequently  the  income  of  one  of 
these  corporations  exceeded  the  government  revenues  of  a Latin  x\mer- 
ican  nation.  These  corporations  had  in  their  service  technicians  and 
lawyers,  many  of  these  latter  “native,”  who  could  not  be  equalled 
by  government  officials.  The  climate  of  international  relations  in  those 

14  Such  measures  may  be  entirely  justified  and  necessary  in  case  of  monopolies. 
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times  also  favored  the  activities  of  corporations  controlled  by  citizens  of 
powerful  nations;  they  usually  could  rely  on  their  home  governments 
for  pressure  on  the  weak  governments  of  Latin  American  countries. 

Most  of  these  conditions  have  changed  in  a number  of  Latin  American 
nations.  These  changes  are  likely  to  come  to  all  of  them  in  the  foresee- 
able future.  These  countries  have  grown  in  internal  strength.  The  move- 
ments of  nationalism  and  social  protest  have  grown  tremendously  and 
are  now  joined  in  opposing  anything  smacking  of  abuse  of  economic 
power  by  outsiders.  In  this  respect  the  alliance  between  the  representa- 
tives of  young  domestic  industries  and  labor  unions  is  symptomatic.  An 
alert  public  opinion,  usually  represented  by  intellectuals,  professionals, 
teachers  and  students,  in  addition  to  the  growing  labor  movement,  be- 
gins to  act  as  a brake  on  public  officials  and  legislators  who  may  be  in- 
clined toward  liberal  treatment  of  foreign  interests. 

Also,  foreign  government  intervention  in  behalf  of  the  business  in- 
terests of  its  citizens  has  become  unpopular  and  unlawful.  This  was 
definitely  established  by  the  Good  Neighbor  Policy,  as  became  obvious 
in  the  handling  of  the  cases  of  expropriations  of  United  States  property 
in  Bolivia  and  Mexico. 

While  admitting  that  excesses  were  committed  in  the  past  and  that  the 
legitimate  interests  of  Latin  American  peoples  were  not  always  duly 
observed,  it  is  necessary  to  warn  against  too  radical  a reaction  against 
foreign  business  interests.  Latin  America  as  a whole  is  still  short  of 
capital,  business  initiative,  specialized  experience  and  technical  skill.  It 
would  be  unrealistic  to  believe  that  the  large  accumulations  of  idle 
money  in  Latin  America  during  the  last  war  have  relieved  the  need  for 
foreign  investments.  A large  part  of  these  accumulations  were  spent  in 
the  purchase  of  consumer  goods  as  such  articles  could  be  obtained  abroad 
after  the  end  of  the  war.  Latin  America  would  harm  its  own  best  inter- 
ests if  it  adopted  a long-term  policy  of  systematically  discouraging 
foreign  enterprise  and  investments,  in  addition  to  excluding  foreigners 
from  attractive  positions.  As  a matter  of  fact,  the  more  anxious  the 
Latin  Americans  are  to  develop  their  own  resources  and  to  diversify 
their  economies,  the  more  they  will  need  the  participation  of  foreign 
capital  and  skill.  There  is  evidence  that  intelligent  business  leaders  and 
statesmen  in  the  countries  to  the  south  are  aware  of  this  and  have 
learned  from  certain  unpleasant  experiences  in  the  1930’s.  For  instance, 
Brazilian  laws  of  the  last  decade  excluding  or  restricting  foreigners  in 
certain  lines  of  business  activity  recently  were  repealed.  Leading  repre- 
sentatives of  many  countries,  including  Argentina,  Brazil,  Chile,  and 


Mexico,  have  recently  taken  pains  to  stress  the  importance  of  foreign 
capital  to  the  future  development  of  their  countries  and  have  extended 
invitations  to  capitalists  and  businessmen  abroad  to  cooperate  on  a basis 
of  equality.  The  present  trend  points  toward  a new  and  very  interesting 
form  of  joint  enterprise  of  Latin  American  public  and  private  capital 
with  foreign,  mainly  United  States,  capital  and  experience.  Under  such 
a set-up  foreign  participation  is  usually  limited  to  49  per  cent  of  the 
shares  and  to  a minority  representation  on  the  board  of  directors.  How- 
ever, this  may  prove  to  be  an  effective  bulwark  against  nationalistic 
reaction  and  may  offer  foreign  capital  more  stability  and  security  than 
it  could  expect  otherwise.  Furthermore,  such  arrangements  are  often 
accompanied  by  valuable  concessions  and  permit  United  States  enter- 
prises to  serve  a foreign  market  which  would  otherwise  be  difficult  to 
reach  for  them  in  view  of  high  protectionist  tariffs. 

Nevertheless,  opposition  has  already  been  voiced  by  interest  groups 
in  Latin  America  against  the  establishment  of  foreign-controlled  sub- 
sidiaries of  foreign  manufacturing  industries.  Thus,  General  Joaquin  de 
la  Pena,  President  of  the  Mexican  Chamber  of  Transforming  Indus- 
tries, at  the  First  National  Congress  of  that  organization  in  April,  1947, 
presented  an  “urgent  demand  for  a coordinated  system  of  juridical  and 
economic  defenses  in  order  to  avoid  the  displacement  of  Mexican  indus- 
try by  subsidiary  factories  of  large  foreign  enterprises.  . . . What  we 
condemn  is  that,  in  order  to  evade  the  Mexican  tariffs,  foreign  industries 
establish  themselves  and  compete  disloyally  with  ours,  making  use  of 
their  financial  power,  in  branches  of  industry  which  already  exist  in 
Mexico,  in  view  of  the  fact  that  we  have  well  established  factories  which 
are  perfectably  able  to  saturate  the  market  and  even  have  surpluses  for 
export.  This  phenomenon  is  happening  with  a frequency  which  frankly 
alarms  us.”^®  Two  years  earlier,  the  same  organization  had  opposed  the 
continuation  of  direct  foreign  investments  and  had  suggested  instead 
the  issuance  of  fixed-interest  bonds  to  foreign  investors,  through  Mex- 
ican banks. 

4.  Controlled  Economy  and  State  Enter-prises  in  Latin  America  Versus 
the  Eree  Private  Enterprise  Ideal  in  the  United  States 

For  approximately  one  hundred  years  Latin  America  was  the  mecca 
of  private  enterprise  unhampered  by  effective  state  control.^®  As  a rule, 

15  Revista  de  Economia,  Mexico,  D.  F.,  March  31,  1947,  p.  30.  (Translated  by  the 
author.) 

16  This,  of  course,  does  not  take  account  of  the  frequent  informal  and  costly 
“interventions”  in  business  by  more  or  less  legal  government  representatives  in 
times  of  revolutions,  civil  and  external  wars. 
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governments  in  Latin  America  were  weak,  unstable,  poorly  organized 
and  strongly  influenced  by  the  teachings  of  British  and  French  liberal 
economists.  Normally,  entrepreneurs  and  capitalists,  regardless  of 
whether  they  were  native,  foreign  or  immigrants,  had  free  reign.  Labor 
legislation,  social  security  measures,  anti-trust  laws,  health,  safety  and 
purity  standards  were  limited  to  a minimum,  if  they  existed  at  all.  A 
notable  exception  since  the  early  part  of  this  century  was  Uruguay. 

The  foregoing  statement  should  also  be  qualified  by  the  reminder  that 
there  has  been  comparatively  little  “enterprise”  in  Latin  America,  in  the 
meaning  of  private  initiative  giving  birth  to  new  lines  and  more  effi- 
cient methods  of  production  and  distribution.  The  semi-feudalistic  social 
structure  of  most  of  the  countries  did  not  favor  innovations  and  did 
not  offer  some  factors  which  are  essential  for  economic  expansion  in 
“young”  areas,  such  as  wide-spread  interest  in  material  progress,  fast 
population  increase,  available  land  in  accessible  locations,  a fair  degree 
of  equality  of  opportunities,  popular  education,  and  political  stability. 
It  is  important  to  keep  in  mind  that,  for  this  reason,  the  free  enterprise 
system  (with  emphasis  on  “enterprise”),  or  capitalism,  has  never  come 
into  full  reality  in  the  major  part  of  this  area.  Most  Latin  Americans 
have  never  experienced  what  capitalism  could  do  for  them  in  creating 
higher  living  standards — if  it  could  be  made  to  work.  Like  most  of 
Eastern  Europe  and  Asia,  Latin  America  is  still  largely  pre-capitalistic 
and  may  pass  directly  from  this  stage  into  some  form  of  state  capitalism 
or  state  socialism. 

Of  all  changes  in  the  Latin  American  scene  during  the  last  generation, 
perhaps  the  most  radical  has  occurred  in  regard  to  the  relationship 
between  government  and  business.  Several  factors  contributed  to  this: 
(i)  the  goal  of  industrialization,  diversification  of  production,  and  fuller 
utilization  of  idle  natural  resources,  which  could  be  approached  only 
through  governmental  planning  and  state  financing;  (2)  the  social  pro- 
test movements  of  underprivileged  classes  which  forced  either  social 
revolution,  as  in  Mexico,  or  concessions  from  reluctant  governments  in 
the  form  of  labor  legislation  and  social  security  measures,  thus  widen- 
ing the  scope  of  government  action  and  narrowing  down  the  freedom 
of  private  management;  and  (3)  the  increasing  complexity  of  govern- 
ment responsibilities  as  a consequence  of  growing  population  num- 
bers, expanding  economic  activities,  and  the  rise  of  a politically  articu- 
late public  nourished  by  the  extension  of  educational  facilities.  In  more 
and  more  countries,  policy  decisions  are  not  limited  any  longer  to  small 
circles  of  well-to-do  families  and  professional  lawyer-politicians.  New 
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parties  have  come  into  existence,  representing  new  social  and  economic 
groups  conscious  of  what  they  believe  to  be  their  interests  and  eager  to 
defend  them.  Through  all  this  winds  the  thread  of  Latin  American  na- 
tionalism; the  urge  to  make  the  nation  prosperous,  strong  and  respected, 
to  restrict  what  appears  to  be  abuse  and  exploitation  by  powerful  foreign 
interests,  and  the  conviction  that  this  can  be  achieved  only  by  strong 
governments. 

Thus,  precisely  at  a time  when  the  United  States  is  going  through 
something  like  a reaction  to  a period  of  increasing  public  controls  of 
economic  life,  Latin  America  has  embarked  plainly  on  an  opposite 
course.  A significant  trend  of  present  Latin  American  thought  on  this 
subject  is  expressed  in  a recent  statement  by  a Mexican  economist; 
“The  countries  of  limited  resources  must  make  efforts  to  plan;  on  the 
other  hand,  the  empires  and  large  countries  of  continental  size,  with 
very  abundant  and  almost  complete  resources,  could  afford  the  luxury 
of  being  satisfied  with  the  system  of  ‘hit  and  miss’  [English  in  the 
original].  This  term  suggests  the  idea  of  waste  which  we  must  reject 
as  much  as  is  humanly  possible,  in  the  case  of  our  modest  nations. 

And  Roberto  Simonsen,  a leading  Brazilian  industrialist  and  econ- 
omist and  President  of  the  Federation  of  Industries  of  Sao  Paulo,  urges 
“to  promote  effectively,  by  means  of  an  ample  planning,  the  economic 
mobilization  of  the  country  in  accordance  with  its  resources  and  real- 
ities, ...  in  order  to  combat  the  pauperism  until  our  fatherland  will  have 
reached  a degree  of  progress  which  assures  to  all  Brazilians  a life  worth 
living.” 

An  authoritative  statement  of  the  ideological  basis  of  xArgentina’s 
Five  Year  Plan  was  given  in  1946  by  President  Juan  Domingo  Peron  in 
an  address  before  the  Chamber  of  Deputees  from  which  the  following 
is  quoted;  “It  is  necessary  to  establish  a better  economic  cycle  within 
our  nation,  and  this  is  one  of  the  things  which  our  Plan  is  designed  to 
do.  We  must  double  our  production;  we  must  multiply  that  by  four  by 
means  of  an  adequate  industrialization;  . . . we  must  distribute  that 
wealth  equitably  and  raise  the  living  standards  of  our  hungry  masses 
who  constitute  half  of  our  people.  . . . And,  when  the  cycle  of  produc- 
tion, industrialization,  marketing,  and  consumption  will  have  been 
closed,  we  shall  not  have  to  beg  for  foreign  markets,  because  we  will 
have  our  market  within  the  country.  Thereby  we  will  have  solved  one 
of  the  most  important  problems — that  of  social  stability — because  hunger 

17  Gonzalo  Robles  in  Revista  de  Economia,  Mexico,  D.  F.,  March,  1947,  p.  33. 
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is  a very  bad  counselor  of  the  masses.  . . . 1 herefore,  the  theme  of  our 
Plan  is  to  produce  more.  ...  For  this  we  must  concern  ourselves  with 
the  necessity  of  organizing  our  wealth  which  at  present  is  totally  dis- 
organized. This  condition  has  been  responsible  for  the  fact  that  the 
benefits  derived  from  this  wealth  have  remained  concentrated  in  the 
hands  of  four  monopolies,  while  the  Argentines  have  not  been  able  to 
enjoy  even  a minimum  of  that  wealth.  That  wealth  has  been  lost  because 
of  lack  of  organization.  And  who  should  organize  the  wealth?  The 
monopolies?  Some  people  warn  us  against  a directed  economy.  I ask 
them:  where  do  they  find  a free  economy?  If  the  State  does  not  direct 
the  economy,  the  monopolies  do  it.  The  only  difference  is  that  the 
State  can  direct  the  economy  for  the  purpose  of  distributing  the  product 
of  our  wealth  among  the  fourteen  million  Argentines. 

Economic  planning  in  Latin  America  has  made  surprising  strides  dur- 
ing the  past  seven  years,  approximately.  It  has  expanded  from  a number 
of  modest  and  poorly  integrated  attempts  to  aid  in  the  establishment  of 
small  manufacturing  plants  of  consumer  goods  to  the  planning  of  com- 
prehensive development  projects  of  regional  or  national  scope,  by 
means  of  Development  Corporations,  as  in  Chile,  Colombia,  Peru  and 
Venezuela,  State  controlled  or  semi-official  Industrial  Credit  Banks,  as 
in  Mexico,  Argentina  and  other  countries,  and  semi-Autonomous  “In- 
stitutes” for  specific  commodities,  as  in  Brazil. 

United  States  experiences  under  the  New  Deal,  as  for  example,  the 
Commodity  Credit  Corporation,  the  Reconstruction  Finance  Corpora- 
tion, and  the  TVA  have  had  an  enormous  influence,  as  have  also  certain 
totalitarian  forms  of  economic  organization,  particularly  the  one  evolved 
by  Hjalmar  Schacht  in  Germany.  The  theories  of  Keynes  and  his  school 
have  deeply  influenced  the  thinking  of  many  prominent  economists  in 
Latin  America  today. 

Uruguay  has  a tradition  of  several  decades  of  ownership  and  man- 
agement of  business  enterprises  by  “decentralized”  state  agencies. 
Today,  government  monopolies  exist  in  the  fields  of  insurance,  electric 
light  and  power,  telephones  and  telegraph,  docks  and  port  services, 
mines,  petroleum  refining,  and  alcohol.  Important  non-monopolistic  state 
enterprises  exist  also  in  the  fields  of  transportation,  construction,  chem- 
icals, fishery,  meat  and  fish  packing,  and  hotels. 

In  Peru,  the  present  administration  in  which  the  influence  of  the 

18  “Planificacion  integral,”  Informaciones  Argentinas  (Ministerio  de  Relaciones 
Exteriores  y Culto,  Buenos  Aires),  No.  107,  1946,  p.  2.  (Translated  by  the  author.) 
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APRA^'"^  is  strong,  recently  created  the  National  Economic  Congress  in 
which  all  major  economic  groups,  including  foreign  direct  investors, 
are  represented.  This  body  supervises  a number  of  public  “corpora- 
tions” which  have  charge  of  long-term  credit  and  of  development  pro- 
jects in  the  fields  of  petroleum  exploitation,  food  production  and  dis- 
tribution, low-cost  housing,  and  tourist  trade,  including  the  construc- 
tion and  operation  of  a string  of  hotels. 

The  present  Mexican  administration  of  President  Miguel  Aleman 
made  a Six  Year  Plan  for  industrialization  and  agricultural  expansion  the 
cornerstone  of  its  program.  It  proposes  to  invest  3,185  million  pesos 
($640  millions)  between  1947  and  1952. 

The  Corporations  and  Institutes  for  Development  which  have  been 
created  in  several  Latin  American  countries  during  the  past  fifteen  years 
deserve  particular  attention.  Their  chief  purposes  are,  as  a rule,  three: 
( I ) Study  of  economic  problems  and  of  the  human  and  natural  resources 
and  planning  for  their  most  ample  and  rational  utilization;  (2)  organiza- 
tion and  financing  of  development  projects  in  such  fields  as  mining, 
manufacturing,  transportation,  agriculture,  fisheries,  and  forestry — 
projects  which  by  their  magnitude  are  beyond  the  scope  of  private  en- 
terprise or  cannot  be  expected  to  attract  private  capital  because  they 
do  not  promise  sufficient  and  early  profits;  and  (3)  operation  of  plants, 
public  utilities,  and  plantations,  training  of  technicians  and  specialists 
in  science,  technology,  economics,  business  administration,  etc.,  estab- 
lishment and  operation  of  research  and  experiment  stations,  extension 
and  demonstration  services.  These  Corporations  propose  to  supplement 
rather  than  to  replace  private  enterprise.  They  are  expected  to  support 
private  initiatives  wherever  feasible. 

The  most  ambitious  and  most  significant  attempt  at  government  plan- 
ning of  economic  development  undertaken  so  far  in  Latin  America  is 
the  Five  Year  Plan'  of  the  Peron  administration  in  Argentina.  It  was 
passed  by  the  Argentine  Congress  in  April,  1947,  without  debate.  It 
was  undoubtedly  molded  upon  European  models  of  totalitarian  planning. 
Its  announced  aim  is  to  make  the  Argentine  nation  strong  through  a di- 
versified economy  and  as  independent  as 'possible  of  outside  markets  and 
foreign  influence.  It  attempts  to  achieve  this  through  strict  control  of 

19  “American  Popular  Revolutionary  Alliance,”  a movement  devoted  to  the 
economic,  social,  and  cultural  rehabilitation  of  the  masses,  particularly  the  Indians; 
to  the  fight  against  “foreign  imperialistic  exploitation;”  and  to  the  unification  of  the 
twenty  republics  of  “Indo-America.”  Its  founder  and  leader  is  Victor  Raul  Haya  de 
la  Torre.  Among  its  supporters  are  some  of  Latin  America’s  outstanding  contem- 
porary intellectuals. 
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the  entire  credit  system  by  the  Central  Bank;  government  control  of 
imports,  exports,  and  foreign  monetary  exchange;  a government  monop- 
oly of  the  purchase  of  all  major  export  products,  except  wool,  and  their 
sale  abroad  at  very  much  higher  prices;  acquisition  by  the  government 
of  foreign-owned  railroads  and  public  utilities;  expansion  of  transporta- 
tion, hydro-electric  power,  and  irrigation;  promotion  of  new  indus- 
tries, chiefly  through  mixed  enterprises  financed  jointly  by  public  and 
private  interests,  under  the  guidance  of  the  State  Bank  for  Industrial 
Credit,  preference  being  given  to  the  production  of  raw  materials  and 
machinery;  and  organized  immigration  and  settlement.  It  is  expected 
that  the  cost  of  this  program,  estimated  at  6,790  million  pesos,  will  be 
met  in  part  from  profits  made  through  government  marketing  of  ex- 
port commodities.  In  other  words,  the  export  industries  are  forced  to 
make  sacrifices  for  what  is  believed  to  be  the  necessary  broadening  and 
nationalization  of  the  internal  economy.  The  success  of  this  plan  will 
depend  on  two  principal  factors:  the  continuation  of  the  present  boom 
demand  for  Argentine  food  and  raw  material  exports  in  the  starved 
countries  of  Europe;  and  the  ability  of  the  present  government  to  main- 
tain its  stability  and  dictatorial  power  over  disgruntled  elements  in  the 
ranks  of  low-income  consumers,  agricultural  producers,  and  political 
liberals.  It  will,  of  course,  also  be  necessary  to  avoid  excesses  of  ad- 
ministrative corruption  and  inexpert  planning  and  management  in  an 
environment  in  which  free  discussion  and  opposition  have  been  rather 
effectively  silenced. 

So  far,  this  development  has  met  with  little  opposition  on  the  part  of 
Latin  American  capitalists  who  have  on  the  whole  greatly  profited  from 
the  sizeable  state  support  given  them.  Here  as  elsewhere,  state  inter- 
ference with  the  principles  of  free  competition  and  private  enterprise 
seems  to  be  acceptable  to  even  the  most  enthusiastic  advocate  of  that 
system  as  long  as  such  interference  protects  him  from  outside  competi- 
tion and  provides  him  with  cheap  credit  and  high  prices  for  his  product. 
However,  with  the  rise  of  the  State  as  an  active  large-scale  entrepre- 
neur in  its  own  right,  the  accumulation  of  complex  and  frequently 
changing  government  controls  and  regulations,  the  imposition  of  labor 
demands  on  unwilling  employers  by  the  government,  the  attitude  of 
the  capitalists  may  change  in  the  near  future.  Indications  of  such  a 
change  exist  already  in  Argentina. 

An  essential  part  of  this  type  of  economic  planning  is,  of  course,  a 
monetary  policy  adapted  to  it.  The  prevailing  trend  in  this  respect  in 
Latin  America  can  be  roughly  summarized  as  follows:  Our  monetary 
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policy  must  aim  at  balanced  economic  development  of  the  country, 
stable  employment,  and  population  increase.  This  precludes  a return  to 
the  gold  standard.  What  we  need  is  a foreign  exchange  control  policy 
combined  with  an  expansive  monetary  policy  in  times  of  contraction  of 
exports  and  decline  of  foreign  capital  investments.  However,  direct  regu- 
lation of  imports  through  foreign  exchange  control  has  been  found  ad- 
ministratively complicated  and  has  produced  undesirable  economic  ef- 
fects in  many  instances.  There  is  now  much  inclination  toward  the  Ar- 
gentine system  of  various  categories  of  exchange  rates  in  regard  to  com- 
modities and,  possibly,  countries,  depending  on  the  relative  importance 
of  each  commodity  and  the  state  of  the  balance  of  payments  with  the 
respective  supplier  country.  Priority  is  usually  given  to  essential  raw 
materials  and  capital  goods  for  domestic  industries. 

Latin  American  economists  recognize  that  their  countries  are  vitally 
interested  in  the  revival  of  world  trade  inasmuch  as  they  will  remain  in 
need  of  imports,  for  which  they  must  pay  with  exports.  On  the  other 
hand,  they  are  quite  reluctant  to  admit  international  intervention  in  their 
restrictive  manipulation  of  imports  through  differential  exchange  rates. 
It  may  well  be  that  difficulties  will  result  in  this  connection  in  such 
bodies  as  the  International  Monetary  Fund  and  the  proposed  Interna- 
tional Trade  Organization. 

Until  quite  recently,  all  economic  planning  in  Latin  America  was 
limited  to  the  various  national  economies.  There  had  been  much  speech- 
making and  writing  by  intellectuals  urging  ambitious  schemes  of  inter- 
Latin  American  and  regional  economic  unification  but  nothing  had  been 
achieved  in  practice.  It  is  only  now,  since  the  end  of  the  last  war,  that  a 
concrete  start  in  the  direction  of  inter-Latin  American  economic  plan- 
ning has  been  made.  The  Argentine  trade  pacts  with  neighboring  coun- 
tries, particularly  Chile,  undoubtedly  have  such  significance. 

Under  the  Argentine-Chilean  agreement  of  1947,  Argentina  will 
grant  Chile  a rotating  credit  of  100  million  Argentine  pesos  (about  $24,- 
430,000)  to  be  repaid  in  five  years  beginning  in  1950.  Argentina  will  also 
contribute  300  million  pesos  toward  a joint  financial  corporation  to  fos- 
ter new  industries  and  to  modernize  existing  ones,  particularly  those 
whose  output  is  in  demand  in  Argentina.  Another  300  million  pesos  will 
be  made  available  to  Chile  for  the  building  of  new  railroads,  highways 
and  port  facilities  in  which  both  countries  are  interested  for  the  exchange 
of  goods  between  them  and  the  transhipment  of  Argentine  cargo  in  Chil- 
ean ports.  Argentina  promises  to  buy  Chilean  coal,  nitrate,  copper,  and 
timber.  Chile  will  get  more  meats,  cereals  and  vegetable  oils  from  across 
the  Andes. 
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Already  in  1943  formal  negotiations  had  been  initiated  for  the  pur- 
pose of  laying  the  groundwork  for  a customs  union  between  the  two 
countries  beginning  with  the  elimination  of  tariffs  on  non-competitive 
articles. 

After  President  Gabriel  Gonzalez  Videla  of  Chile  returned  from  his 
official  visit  to  Brazil  and  Argentina,  in  July,  1947,  he  announced  that 
the  main  purpose  of  this  trip  had  been  accomplished  when  both  those 
nations  agreed  to  make  Chile  their  sole  supplier  of  nitrates  for  their  in- 
dustrial and  military  needs  and  to  abandon,  for  a six-year  period,  their 
plans  for  construction  of  synthetic  nitrate  plants.^*^ 

Other  commercial  agreements  were  signed,  in  1946  and  1947,  be- 
tween Argentina,  on  the  one  hand,  and  Bolivia,  Paraguay  and  Ecuador 
on  the  other.  All  these  agreements  incorporate  elements  of  compensa- 
tion and  barter  trade.  The  first  two  also  provide  for  the  investment  of 
sizeable  Argentine  public  funds  in  the  development  projects  of  the 
smaller  countries. 

In  September,  1947,  Brazil  and  Venezuela  made  arrangements  for  an 
exchange  of  Brazilian  foodstuffs  and  textiles  for  Venezuelan  government- 
owned  oil. 

From  the  viewpoint  of  the  United  States  such  agreements  are  wel- 
come whenever  they  help  prevent  the  creation  of  uneconomical  indus- 
tries limited  to  relatively  small  national  territories  and  which  would 
parallel  existing  and  more  cost  favorable  productive  facilities  in  neigh- 
boring countries.  Any  move  in  the  direction  of  creating  larger  economic 
units  within  the  Americas  and  of  removing  or  at  least  lowering  customs 
and  administrative  barriers  must  be  welcomed,  no  matter  what  coun- 
tries are  directly  concerned.  However,  this  is  true  only  to  the  extent 
that  such  agreements  are  not  discriminatory  in  regard  to  third  nations 
and  have  no  undesirable  political  implications. 

The  question  could  be  asked  why  the  Latin  Americans,  with  their 
comparatively  backward  economies,  could  not  repeat  the  experience  of 
the  Anglo-American  countries  by  trusting  for  their  settlement  and  in- 
dustrial expansion  to  the  forces  of  private  enterprise  and  free  competi- 
tion. Have  these  forces  not  created,  in  the  United  States  and  Canada, 
the  highest  living  standard  in  the  world  and  a political  democracy  which 
can  hardly  find  its  equal  anywhere  else? 

No  matter  how  strongly  we  in  the  United  States  may  feel  in  favor  of 
the  system  of  free  private  enterprise,  we  must  make  an  effort  to  under- 
stand that  the  general  situation  in  Latin  America,  as  well  as  in  most  of 
the  rest  of  the  world,  is  such  as  practically  to  preclude  the  adoption  of 

20  United  Press  dispatch,  Santiago,  Chile,  July  13,  1947. 
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this  system  in  its  extreme  form  of  laissez-faire.  Here  again,  we  find  that 
the  problem  is  not  primarily  an  economic  one  and  that  it  has  extremely 
important  political  and  sociological  implications.  A disciple  of  Jose 
Batlle  y Ordonez,  the  great  Uruguayan  statesman  and  social  reformer, 
is  quoted  as  saying:  “From  the  point  of  view  of  the  national  economy, 
a wasteful  administration  by  the  State  is  always  preferable  to  the 
efficient  management  of  an  industry  by  foreign  capitalists.”^^  A free 
enterprise  system  without  important  state  controls  would  mean,  in 
the  present  stage  of  economic  development  of  Latin  America,  an  open 
door  to  powerful  foreign  corporations.  Foreign  influences  are  opposed 
by  the  vast  majority  of  Latin  Americans  who  are  today  intensely 
nationalistic.^^  State  control  of  business,  in  the  form  of  protectionist 
tariffs  and  administrative  restrictions  of  many  kinds,  as  well  as  of 
government  subsidies  to  producers  are  demanded  today  not  only  by 
national  producers  but  also  by  the  powerful  and  vocal  labor  organiza- 
tions. The  same  is  true  in  regard  to  restrictions  of  immigration.  The 
Latin  Americans  are  apt  to  point  at  the  United  States  with  their  long 
tradition  of  protectionist  trade  policies,  immigration  restrictions,  anti- 
trust legislation,  regulation  of  transportation  carriers,  and,  during  the 
past  fifteen  years,  its  complex  system  of  price  support  policies  and 
government  subsidies.  They  feel  that  this  example  provides  them  with  a 
powerful  argument  in  defense  of  their  present  trend  away  from  laissez- 
faire  and  toward  an  ever  more  comprehensive  policy  of  government 
controls,  mixed  enterprises,  and  public  corporations,  especially  in  the 
fields  of  transportation,  public  utilities,  insurance,  and  heavy  industries. 

Another  important  aspect  is  the  combination  of  nationalism  and 
socialism  in  the  public  life  of  Latin  America  today.  Many  of  those  who 
would  promote  the  political  and  economic  independence  of  their  coun- 
try as  a reaction  to  what  they  consider  hateful  foreign  interference  and 
exploitation  feel  that  this  is  possible  only  through  a certain  measure  of 

21  Quoted  by  Simon  G.  Hanson,  Utopia  in  Uruguay,  New  York:  Oxford  Univer- 
sity Press,  1938. 

22  On  July  6,  1947,  during  the  celebration  of  the  i 3 ist  anniversary  of  the  declara- 
tion of  Argentine  political  independence  in  the  historic  city  of  Tucuman,  President 
Peron,  together  with  the  Vice  President,  various  cabinet  ministers,  the  President  of 
the  Central  Bank,  representatives  of  all  the  armed  forces  and  other  high  government 
functionaries,  signed  a proclamation  declaring  the  country’s  economic  independence 
from  the  domination  of  foreign  capital  and  the  consequent  recovery  of  control  over 
its  economic  resources.  (The  First  National  Bank  of  Boston;  The  Situation  in  Argen- 
tina, July  28,  1947,  p.  2.) — For  a somewhat  more  detailed  discussion  of  this  trend, 
see  Richard  F.  Behrendt,  Economic  Nationalism  in  Latin  America,  Albuquerque,  New 
Mexico;  School  of  Inter-American  Affairs,  University  ofNew  Mexico,  1941. 
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state  capitalism  or  outright  socialism.  In  view  of  the  relative  scarcity  of 
private  capital  accumulations,  the  timidity  of  national  capitalists,  and 
the  magnitude  of  the  development  projects  to  be  undertaken,  these  peo- 
ple turn  to  the  state  as  the  only  enterpriser  big  enough  for  the  task.  On 
the  other  hand,  Latin  American  socialists  are  the  most  ardent  national- 
ists— a rather  paradoxical  situation  if  one  remembers  the  internationalist 
traditions  of  European  socialism  from  which  Latin  American  socialists 
took  their  inspiration.  Yet,  this  is  easy  to  understand  in  view  of  the  fact 
that  large  capitalist  enterprises  in  Latin  America  in  most  cases  are  iden- 
tical with  foreign  enterprises.  The  so-called  exploitation  which  is  indicted 
by  socialists  in  Latin  America  is  charged  to  foreign  corporations  and, 
often,  indirectly  to  governments  of  stronger  foreign  powers.  Thus  so- 
cialism in  Latin  America  assumes  very  frequently  the  character  of  a 
crusade  against  foreign  imperialism.  Needless  to  say  that  in  recent  times 
the  United  States  has  been  the  object  of  most  of  these  indictments. 

On  the  other  hand,  it  is  perfectly  obvious  that  increased  state  control 
and  state  enterprise  adds  to  the  always  existing  and  very  real  danger  of 
political  corruption  and  the  prevalence  of  political  and  military  con- 
siderations over  sound  business  policies.  Public  ownership  of  railroads 
in  Mexico  and  of  the  oil  industry  in  Mexico  and  Bolivia  has  created 
more  problems  than  it  has  solved.  This  danger  is  all  the  more  serious  in 
countries  like  the  Latin  American  where  government  is  still  in  most 
cases  the  privilege  of  a small  sector  of  the  population,  where  effective 
control  of  office  holders  by  public  opinion  is  almost  non-existent,  and 
where  political  instability  too  often  places  unscrupulous  military  lead- 
ers in  positions  of  almost  unlimited  power.  Some  improvement  in  this  re- 
spect may  be  expected  from  the  gradual  strengthening  of  popular  educa- 
tion which  is  making  a larger  number  of  people  more  vocal  and  more 
articulate  and  is  helping  them  to  understand  their  own  interests  and  the 
means  whereby  then  can  be  defended.  Nevertheless,  we  cannot  dismiss 
lightly  the  possibility  that  state  control  of  the  national  economy  may 
become  the  cornerstone  of  totalitarian,  aggressive  regimes,  as  it  did  in 
European  countries.  Developments  in  at  least  one  country  of  South 
America  seem  to  point  in  that  direction. 
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IV.  CONSTRUCTIVE  WAYS  OF 
INTER-AMERICAN  TRADE  PROMOTION 


I . Return  to  the  International  Division  of  Labor 

It  should  be  a commonplace  by  now  that  we  cannot  live  in  an  increas- 
ingly interdependent  world  without  effective  international  or,  better, 
supernational  planning  designed  to  provide  peace,  a minimum  of  busi- 
ness stability  and  opportunities  of  improvement  of  living  standards 
for  “underprivileged”  peoples.  Without  this  prerequisite,  social  unrest 
and  nationalistic  reactions  in  economic  and  political  policies  the  world 
over,  battering  against  the  community  of  basic  interests  in  this  One 
World  of  ours,  will  once  more  create  universal  anarchy.  This,  how- 
ever, could  happen  sooner  and  with  infinitely  greater  destructiveness 
than  it  happened  after  World  War  I. 

Such  planning,  in  order  to  be  effective,  must  reconcile  the  demand  for 
more  equitable  development  and  utilization  of  the  natural  and  human  re- 
sources of  relatively  backward  areas  with  the  need  for  a greater  amount 
of  goods  available  to  the  largest  possible  number  of  consumers  the 
world  over.  This  can  be  attained  only  through  the  orientation  of  eco- 
nomic policies  by  the  principles  of  comparative  cost  advantage  and  inter- 
national division  of  labor. 

It  is  necessary  to  keep  in  mind  that  this  is  a distinctly  unpopular 
proposition  among  a very  considerable  segment  of  public  opinion,  not 
only  in  Latin  America  but  also  in  the  United  States  and  elsewhere  in  the 
world  today.  It  contradicts  powerful  vested  interests  which  have  been 
systematically  nourished  over  many  years  in  the  hothouse  of  protec- 
tionism and  price  support  policies.  It  swims  against  the  still  powerful 
stream  of  emotional  nationalism  which  two  world  wars  have  failed  to 
dam.  Obviously,  we  would  be  committing  an  unrealistic  oversimplifica- 
tion if  we  stated  that  Latin  America  was  in  favor  of  protectionism  while 
the  United  States  was  ready  for  a return  to  international  division  of 
labor.  Even  the  moderate  proposals  of  the  Truman  administration  for  a 
continuation  and  amplification  of  the  reciprocal  trade  agreement  pro- 
gram have  met  with  stubborn  and  e.xtremely  vocal  resistance  on  the  part 
of  producer  groups  and  members  of  Congress  in  this  country.  There 
is  no  prospect  for  the  lowering  of  our  double  barriers  (tariff  and  sani- 
tary embargo)  against  fresh  Argentine  meat  or  for  a decidedly  more 
liberal  admission  of  Cuban  sugar. 

On  the  contrary:  leading  wool  exporting  countries  like  Australia, 
Argentina  and  Uruguay  are  being  antagonized,  wool  is  increasingly  be- 


72 


ing  priced  out  of  the  market,  and  the  international  efforts  to  break  a 
path  toward  reciprocal  lowering  of  trade  barriers  are  being  jeopardized 
by  the  demand  of  a small  group  of  high-cost  United  States  wool  growers 
for  even  higher  tariff  protection  and  government  subsidies  than  they 
have  received  in  the  past.  The  United  States  sugar  growers  who,  after 
many  years  of  high  tariff  protection,  bounties  and  other  artificial  stimu- 
lants proved  unable  to  furnish  more  than  one-third  of  our  sugar  require- 
ments and  who  are  as  far  from  being  able  to  compete  with  foreign 
sugar  as  ever,  insist  on  reducing  the  Cuban  sugar  quota  to  less  than  half 
of  its  prewar  maximum  and  demand  that  the  United  States  government, 
through  manipulation  of  import  quotas,  maintain  sugar  prices  higher 
than  before  the  war,  in  proportion  to  the  increased  living  costs.  Gov- 
ernment bounties  for  United  States  ores  are  proposed  in  order  to  enable 
them  to  compete  with  the  lower-cost  output  of  Latin  American  mines. 
United  States  subsidizing  of  farm  exports,  particularly  cotton,  continues 
to  be  a thorn  in  the  flesh  of  some  of  our  best  customers  in  Latin  America 
and  elsewhere.  All  these  measures  have  in  recent  months  received  the 
approval  of  congressional  majorities.^  They  are  being  taken  at  the 
expense  of  the  masses  of  domestic  consumers;  the  foreign  markets  for 
United  States  products;  the  good  will  of  Latin  Americans  and  other 
peoples  toward  this  country;  the  idea  of  a free  enterprise  economy  to 
which  this  country  is  pledged  before  the  world;  and,  above  all,  at  the 
expense  of  a constructive  peace  policy. 

In  June,  1947,  Cuban  labor  unions  protested  furiously  against  what 
they  described  as  efforts  of  United  States  interest  groups  to  gag  the 
Cuban  textile  industry,  by  urging  the  lowering  of  Cuban  tariffs  under 
threat  of  establishing  subsidiary  factories  of  United  States  concerns  in 
Cuba  with  consequent  competition  that  would  prove  unbearable  to  the 
native  enterprises.  This  happened  precisely  at  the  time  when  the  United 
States  Congress  was  getting  ready  substantially  to  reduce  the  amount 
of  sugar  Cuba  is  permitted  to  sell  in  this  country.  From  the  point  of 
view  of  economic  reason  it  seems  logical  that,  if  we  want  the  Cubans  to 
buy  more  textiles  made  in  the  United  States — textiles  which  are  prob- 
ably cheaper  and  better  than  those  made  in  Cuba — we  must  be  willing 
to  enable  the  Cubans  to  pay  for  them  by  selling  more  of  their  sugar  to 
us — sugar  which  is  very  much  cheaper  than  that  grown  under  the  United 
States  flag.  Unfortunately,  this  elementary  lesson  of  economic  ABC  has 
not  been  learned  as  yet  by  many  of  those  responsible  for  shaping  eco- 

1 Additional  protectionist  measures  for  wool  and  continuation  of  wartime  sub- 
sidies for  mines  were  vetoed  by  President  Truman  in  the  summer  of  t947. 
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nomic  policies.  As  things  stand  now,  our  reduction  of  Cuban  sugar  im- 
ports into  this  country,  already  artificially  limited,  will  force  the  Cubans 
all  the  more  to  build  up  their  own  manufacturing  industries  at  all  costs 
and  will  make  things  more  diffieult  for  United  States  textiles  and  other 
products  on  the  Cuban  market.  Furthermore,  this  poliey  is  likely  to 
provoke  anti-United  States  resentment  and  to  eontribute  to  large-scale 
unemployment  in  Cuba’s  sugar  economy  and,  thus,  to  social  unrest  and 
an  inereased  tendency  toward  communism. 

This  is  only  one  typieal  example  which  could  be  multiplied  all  over 
Latin  Ameriea  and,  indeed,  the  world. 

It  seems  a shortsighted  policy  to  spend  billions  of  American  dollars 
in  trying  to  combat  communism  in  foreign  countries  while  at  the  same 
time  refusing  to  relieve  precisely  those  material  conditions  which  foster 
communism — especially  if  such  relief  would  also  benefit  the  American 
consumer  by  permitting  him  to  obtain  more  goods  at  lower  priees.  At 
present,  the  American  people  is  making  twofold  sacrifices;  First,  by 
paying  higher  taxes  in  order  to  help  maintain  anti-Communist  regimes 
in  foreign  countries  and  to  finance  countries  with  unbalanced  economies, 
with  little  prospect  of  being  reimbursed  as  long  as  this  country  is  not 
willing  to  accept  payment  in  foreign  produets.  Seeond,  by  paying  arti- 
fieially  high  prices  because  of  the  exclusion  of  foreign-made  goods.  If 
we  were  to  adopt  a liberal  trade  policy,  we  would  enjoy  cheaper  and 
more  plentiful  consumer  goods^  and  we  would  have  a better  chance 
that  our  aid  to  foreign  countries  would  be  temporary  rather  than  in- 
definite. Such  a policy  would  produce  constructive  results  in  higher 
living  standards  abroad;  it  would  thereby  strengthen  democratic,  middle- 
of-the-road  elements;  it  would  contribute  to  an  expansion  of  effective 
markets  for  United  States  products;  and  United  States  investors  in 
foreign  countries  would  receive  regular  returns  on  their  capital. 

On  the  other  hand,  in  Latin  Ameriea  there  is  no  evidence  of  any  dis- 
tinct willingness  even  on  the  part  of  governments  to  reduee  barriers  to 
international  trade.  As  we  have  seen  before,  the  trend  is  evidently 
toward  more  protection.  While  part  of  that  trend  is  based  on  national- 
istic sentiments  and  vested  group  interests,  another  important  factor  is 
undoubtedly  the  uncertainty  about  the  future  trade  policies,  business  and 
political  trends  in  the  United  States  and  in  the  world  at  large.  It  is  im- 
portant to  understand  that  the  Latin  Americans,  being  burned  children, 
cannot  reasonably  be  expected  to  relinquish  the  modest  degree  of  eco- 
nomic independence  which  they  have  recently  attained,  through  the  de- 

2 This,  of  course,  may  have  to  await  increased  output  in  war-devastated  countries 
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velopment  of  a more  diversified  productive  organization,  as  long  as  their 
countries  face  the  possibility  of  a renewal  of  narrow  restrictive  trade 
policies  in  leading  consumer  countries  (particularly  the  United  States), 
another  depression  which  would  mean  another  catastrophic  decline  of 
export  trade  and  general  prosperity  all  over  Latin  America,  and,  worst 
of  all,  another  world  war. 

It  cannot  be  overemphasized  that  the  primary  responsibility  rests 
with  the  so-called  great  powers  in  the  world  of  today  for  removing  these 
justified  causes  of  uncertainty,  and  thus  to  permit  the  growth  of  ele- 
mentary confidence  in  the  future  stability  of  world  economic  and  politi- 
cal policies.  Such  confidence  does  not  and  cannot  exist  at  this  time.  In 
fact,  there  is  much  less  of  it  today  than  there  was  two  years  ago.  The 
key  to  this  situation  is  political  and  not  economic.  The  Latin  American 
countries,  being  at  best  second-rate  powers,  can  do  nothing  decisive  to 
create  that  international  climate  of  confidence  which  is  so  essential  for 
the  adoption  of  consistently  constructive  trade  policies.  As  long  as  rela- 
tions between  the  predominant  powers  deteriorate  and  the  United 
Nations  and  its  specialized  agencies  are  not  enabled  to  perform  the 
functions  for  which  they  were  created;  as  long  as  considerations  of 
power  competition  outweigh  economic  reason;  as  long  as  expenditures 
for  armaments  are  granted  priority  before  development  projects  designed 
to  improve  living  standards,  any  hope  for  the  creation  of  an  orderly 
world  economy  is  futile. 

In  other  words,  a return  to  freer  international  trade  without  regional 
limitations  will  be  possible  only  in  a world  which  has  made  up  its  mind 
to  build  an  effective  global  peace  organization  instead  of  seeking  once 
more  an  illusory  security  by  the  conventional  means  of  power  compe- 
tition and  armament  races.  The  latter  course  would  imply,  as  it  has  in 
the  past,  a frantic  attempt  by  all  nations  to  promote  economic  inde- 
pendence and  self-sufficiency,  as  necessary  for  survival  in  the  next 
holocaust. 

The  United  States  has  emerged  from  the  last  war  not  only  without 
suffering  physical  destruction  but  with  a vastly  increased  industrial 
output;  as  the  strongest  power  in  the  world;  as  its  greatest  producer 
and  consumer;  and  as  its  only  large  creditor  nation. 

Therefore,  we  cannot  overlook  the  responsibility  of  the  United  States 
for  adopting  a constructive,  stable  and  consistently  implemented  policy; 
a policy  of  taking  the  lead  in  creating  basic  prerequisites  for  political 
world  order,  and  in  giving  other  countries  effective  assurance  of  the 
willingness  of  this  country  to  lower  its  tariffs  and  administrative  bar- 
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riers  to  imports  in  return  for  comparable  concessions.  The  Latin  Amer- 
icans and,  indeed,  most  other  peoples  in  the  world,  take  the  attitude  that 
this  country  can  afford  better  than  they  to  carry  out  those  adjustments 
of  its  economy  which  will  result  from  increased  outside  competition  and 
the  consequent  elimination  of  marginal  domestic  producers.  The  Latin 
Americans  feel  that  their  neighbors  to  the  north  have  not  yet  attained 
anything  like  a strong  and  united  public  opinion  in  favor  of  a consistent 
trade  policy,  a policy  that  will  be  based  on  an  understanding  of  the  need 
for  mutual  give  and  take  and  the  necessity  to  sacrifice  minor  temporary 
conveniences  of  limited  groups  to  the  basic  long-range  interests  of  peace 
and  prosperity  for  all.  Nothing  would  be  more  effective  in  preparing 
the  ground  in  Latin  America  for  more  liberal  economic  policies  than  a 
vigorous  crusade  of  international  trade  education  in  the  United  States. 

Only  if  these  conditions  are  fulfilled  can  we  expect  the  Latin  Amer- 
icans to  follow  our  lead,  and  to  agree  to  limit  their  protectionist  policy 
to  a small  and  carefully  selected  group  of  domestic  industries.  These 
industries  would  have  to  be  the  ones  which  would  offer  reasonable 
prospect  of  being  able  to  stand  on  their  own  feet  in  a near  future,  and 
not  likely  to  become  permanent  burdens  on  the  public  treasury,  the 
consumers’  pocketbooks,  and  the  national  welfare. 

There  can  be  no  doubt  that  the  policy  of  Reciprocal  Trade  Agreements 
with  the  most  favored  nation  clause,  fortified  by  an  effective  machin- 
ery for  international  coordination  as  now  envisaged  in  the  International 
Trade  Organization,  should  be  continued  and  amplified.  In  this  respect, 
the  following  recommendation  should  be  heeded:  “Both  in  the  negotia- 
tion and  in  the  appraisal  of  these  agreements,  emphasis  might  well  be 
placed  less  on  the  concessions  obtained  from  other  countries  and  more 
on  the  reductions  affected  by  this  country.  If  the  record  of  the  past 
proves  anything,  it  is  that  other  countries  have  consistently  tended  to 
purchase  American  goods  and  services  in  larger  and  more  regular  vol- 
ume than  the  United  States  has  bought  of  foreign  goods  and  services 
and  that  the  major  handicap  to  exports  has  not  been  trade  restrictions 
abroad  so  much  as  the  underlying  shortage  of  dollars.  The  latter  diffi- 
culty will  be  intensified  unless  the  United  States  renders  possible  a freer 
flow  of  imports.”® 

This  is  borne  out  by  the  fact  that,  in  regard  to  most  of  the  Latin 
American  countries  with  which  we  signed  trade  agreements  before 
World  War  II,  our  exports  to  them  increased  more  substantially  than 

3 U.  S.  Department  of  Commerce,  Bureau  of  Foreign  and  Domestic  Commerce; 
The  United  States  in  the  World  Economy.  Washington,  D.  C.,  1943,  p.  22. 
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our  imports  from  them,  after  such  agreements  became  effective.  In 
other  words,  these  agreements  may  have  helped  United  States  producers 
to  sell  more  in  Latin  America  but  they  did  not  help  the  Latin  Amer- 
icans to  lay  the  basis  for  sustained  larger  purchases  of  United  States 
goods,  through  an  increase  of  their  exports  to  this  country. 

The  figures  in  Table  XVIII  are  based  on  a comparison  between  the 
average  values  of  the  periods  1934-35  and  1939-40. 


TABLE  XVIII 

DEVELOPMENT  OF  U.  S.  COMMERCE  WITEI 
TRADE  AGREEMENT  COUNTRIES  IN  LATIN  AMERICA 


Trade  Agreement 
Countries 

Agreement 

Effective 

on 

Percentage 
Change  of  U.S. 
Exports 

Percentage 
Change  of  U.S. 
Imports 

Cuba 

Sep.  3,  1934 

+58 

+ 15 

Haiti 

June  3,  1935 

+46 

+ 179 

Brazil 

Jan.  I,  1936 

+127 

+ i I 

Honduras 

Mar.  2,  1936 

+n 

+ 18 

Colombia 

May  20,  1936 

+136 

-I 

Guatemala 

June  15,  1936 

+121 

+ 104 

Nicaragua 

Oct.  I,  1936 

+1 10 

+31 

El  Salvador 

May  31,  1937 

+49 

+86 

Costa  Rica 

Aug.  2,  1937 

+292 

+38 

Ecuador 

Oct.  23,  1938 

+137 

+30 

Venezuela 

Dec.  16,  1939 

+246 

+50 

Source:  U.  S.  Deparrment  of  Commerce,  Bureau  of  Foreign  and  Domestic 
Commerce,  Trade  Agreements  Unit,  Release  of  March  4,  1943. 


2.  Renunciation  by  Both  the  United  States  and  Latin  America 
of  Claims  of  Preferential  Hemispheric  Treatment 

There  has  been  a marked  tendency  in  both  major  sections  of  the 
western  hemisphere  to  extend  the  inter-American  system  to  the  eco- 
nomic sphere  by  granting  goods  originating  in  other  parts  of  the  hemi- 
sphere preferential  treatment,  and  by  exempting  nationals  and  capital 
investments  of  other  hemisphere  nations  from  restrictive  legislation 
governing  foreigners.  We  have  briefly  considered  in  a previous  part 
of  our  study  arguments  which  seemed  to  us  to  speak  against  such  a 
policy.  Basic  conditions  and  requirements  of  our  time  point  too  defin- 
itely toward  the  need  for  global  organization — political,  economic,  social 
and  cultural — to  permit  us  to  be  satisfied  with  anything  less. 

We  should  therefore  consider  our  economic  relations  with  our  neigh- 
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bors  in  the  western  hemisphere  as  an  integral  part  of  a world-wide 
policy.  We  should  neither  claim  any  exclusive  privileges  for  our  trade 
or  investments  in  Latin  America,  nor  should  we  be  willing  to  grant  such 
privileges  to  the  Latin  Americans.  Only  thus  can  we  ask  other,  non- 
American  powers  to  liquidate  existing  preferential  systems  and  to  grant 
American  capital  and  investment  equality  in  certain  parts  of  the  world 
where  they  do  not  enjoy  it  at  this  time.  For  instance,  it  would  be  incon- 
sistent to  press  for  special  favors  for  United  States  imports  in  Argen- 
tina and  Brazil  over  British  goods  while  claiming  the  elimination  of 
preferential  treatment  now  granted  British  goods  in  some  of  the  do- 
minions. 

One  exception  to  this  rule  is  Cuban  sugar,  in  view  of  the  long  special 
relationship  which  has  existed  between  the  United  States  and  Cuba 
ever  since  that  island  gained  its  political  independence.  North  Amer- 
icans were  largely  responsible  for  making  Cuba’s  economy  dependent 
upon  sugar-growing  and  export.  That  economy  cannot  exist  today  with- 
out sizable  sales  to  the  United  States.  As  long  as  the  United  States  is 
unwilling  to  abolish  its  uneconomical  protection  of  domestic  sugar  pro- 
ducers, it  cannot  fairly  ask  the  Cubans  to  share  their  limited  quota  of 
sugar  imports  to  the  United  States  with  other  non-United  States  pro- 
ducing countries  on  a basis  of  equality. 

3 . Contmiied  Inter-American  Cooperation  for  Development 
Projects  in  Latin  America 

Large-scale  projects  designed  to  increase  productive  facilities  in  Latin 
America  have  become  so  prominent  during  the  past  ten  years  and  more 
that  their  abrupt  termination  at  this  time  would  be  a staggering  blow 
at  the  stability  and  continued  development  of  the  Latin  American  coun- 
tries. In  1945  the  Office  of  the  Coordinator  of  Inter-American  Affairs 
estimated  the  requirements  of  the  Latin  American  republics  of  equip- 
ment for  new  plant  capacity  and  replacement  at  ^4,03 2,000,000,  during 
the  first  ten  years  after  the  war.  According  to  the  Inter- American  De- 
velopment Commission  the  total  investment  needs  of  Latin  America  in 
the  first  postwar  decade  will  amount  to  roughly  1 1 2 billions,  only  one- 
half  of  which  can  be  expected  to  come  from  domestic  sources. 

It  is  evident  that  the  private  capital  now  available  for  long-term  in- 
vestments in  Latin  America  is  not  sufficient  to  carry  out  large  projects 
which  do  not  promise  exceptionally  attractive  returns  in  a near  future. 
Private  capitalization  from  abroad,  and  that  means  chiefly  the  United 
States,  wherever  feasible,  is  certainly  preferable  to  public  financing. 
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However,  in  many  cases  this  will  be  out  of  the  question  because  of 
the  poor  record  of  several  Latin  American  nations  in  regard  to  their 
foreign  debt  services,  the  difficulties  encountered  by  direct  investors 
in  transferring  profits  earned  in  certain  countries  to  the  south,  and  the 
character  of  most  of  the  large  development  projects.  In  certain  cases 
no  immediate  sizable  profits  can  be  expected.  In  others,  the  Latin 
Americans  themselves  hesitate  to  turn  certain  new  industries  or  public 
utilities  over  to  foreign  private  corporations.  On  the  other  hand,  private 
United  States  capital  now  seems  to  prefer  direct  investment  oppor- 
tunities in  Latin  America,  with  at  least  partial  control  of  the  enter- 
prises concerned,  to  investment  in  foreign  government  securities.^ 

This  means  that  projects  of  this  nature  will  have  to  be  financed  in 
any  of  the  three  following  ways:  (i)  by  national  governments  (includ- 
ing national,  state,  provincial  and  municipal  governments),  (2)  through 
cooperation  between  a Latin  American  government  and  the  United 
States  government,  or  (3)  through  an  international  agency. 

The  first  type  of  financing  is  not  really  basically  different  from  the 
two  others.  The  limited  taxation  power  of  Latin  American  countries 
and  the  necessity  of  avoiding  any  intensification  of  the  already  existing 
inflationary  trend  sets  definite  limits  to  the  financing  power  of  any  of 
the  national  governments.  In  the  long  run,  those  governments  will  have 
to  turn  either  to  the  United  States  or  to  recently  created  agencies  of  the 
United  Nations  for  assistance. 

The  second  arrangement  was  the  one  most  used  during  the  recent 
war,  often  in  cooperation  with  Latin  American  government  agencies. 
The  Export-Import  Bank  of  Washington,  D.  C.,  the  United  States 
Treasury  Department,  the  United  States  Department  of  Agriculture, 
the  United  States  Commodity  Credit  Corporation,  and  other  similar 
agencies,  some  of  them  created  especially  for  this  purpose,  financed 
projects  in  the  field  of  agriculture,  mining,  manufacturing,  and  trans- 
portation in  order  to  help  increase  the  output  of  strategic  raw  materials 
in  Latin  America  and  of  consumer  goods  and  capital  goods  for  the 
Latin  American  countries  themselves.  At  present,  and  in  the  future, 
the  type  of  projects  to  be  undertaken  will  be  different  in  many  cases, 
but  the  need  for  this  kind  of  planning  for  development  continues.  It  is 
obvious  that  any  planning  along  these  lines  must  be  done  with  con- 
siderably more  attention  to  economy  and  to  the  possibility  of  realizing 

4 See  The  First  Hemispheric  Stock  Exchange  Conference,  sponsored  by  the  Inter- 
American  Council  of  Commerce  and  Production,  September  15-18,  1947,  by  Joseph 
W.  Romita,  pp.  3,  4. 
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profits  than  was  often  deemed  necessary  under  the  pressure  of  the  war 
emergency. 

How  much  it  will  be  possible  to  do  with  this  type  of  investment  will 
depend  largely  on  the  trend  of  public  opinion  in  the  United  States  toward 
Latin  America,  the  mood  of  the  United  States  Congress,  and  the  extent 
to  which  inter-American  development  projects  will  have  to  compete 
with  rehabilitation  and  development  projects  for  Europe  and  Asia. 

It  was  probably  this  feeling  which  prompted  several  Latin  American 
delegations  at  the  Chapultepec  Conference  in  1945  to  urge  once  more 
the  creation  of  an  Inter-American  Bank.  This  bank  would  make  long- 
term loans  for  development  programs  more  readily  available  to  Latin 
American  countries  than  they  could  expect  to  obtain  from  the  new  In- 
ternational Bank  for  Reconstruction  and  Development.  This  proposal 
was  turned  down  by  the  United  States  delegation.  Quite  recently  the 
idea  was  revived  in  a forceful  manner  by  Ramon  Beteta,  Mexican 
Secretary  of  Finance  and  an  influential  economist,  in  an  address  before 
the  United  States  National  Foreign  Trade  Convention.  {Jmmial  of  Com- 
merce^ New  York,  Oct.  22,  1947.) 

It  is  entirely  possible  that  Latin  America  will  have  to  take  second  or 
third  place,  in  relation  to  long-term  loans,  after  areas  which  have  tre- 
mendously suffered  during  the  war,  whose  needs  therefore  appear  more 
urgent  and  which  loom  larger  in  the  current  international  scene  because 
they  appear  to  be  threatened  more  immediately  by  Soviet  or  Communist 
encroachment.  On  the  other  hand,  if  the  world  political  situation  should 
further  deteriorate,  in  the  next  few  years,  into  a definite  division  of  two 
antagonistic  spheres,  Latin  America  will  again  receive  preferred  treat- 
ment by  the  United  States  as  an  indispensable  partner  in  Western  Hemi- 
sphere seeurity.  In  this  case  we  will  probably  be  ready  to  support  almost 
any  plan  of  economic  development  which  will  be  urged  on  us  by  Latin 
American  governments,  including  some  whose  justification  from  a 
purely  economic  point  of  view  may  be  doubtful. 

The  development  of  plans  for  European  rehabilitation  under  the 
“Marshall  Plan,”  in  the  second  half  of  1947,  has  provoked  more  in- 
sistent demands  on  the  part  of  representative  Latin  Americans  for  a 
similar  plan  for  their  area.  Such  demands  will  undoubtedly  be  voiced 
again  at  the  Pan  American  Conference  in  Bogota,  in  March,  1948, 
and  at  the  Inter-American  Economic  Conference  which  is  scheduled  for 
the  latter  part  of  1948.'*“ 

It  would  be  premature  at  this  time  to  try  to  appraise  the  full  implication  of  the 
Marshall  Plan  with  reference  to  inter-American  economy. 
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The  estimates  submitted  by  the  sixteen  European  nations  envisage 
large  amounts  of  foodstuffs  and  raw  materials  to  be  supplied  by  Latin 
America.®  If  these  needs  are  to  be  met  over  the  next  four  years  it  will 
be  necessary  for  the  United  States  to  finance  a considerable  portion  of 
such  transactions,  and  to  render  assistance  in  the  modernization  and 
expansion  of  inadequate  transportation  and  production  facilities  in  Latin 
American  countries.  It  seems  doubtful  that  this  will  be  possible  soon 
enough,  inasmuch  as  Latin  American  demands  have  to  compete  with 
the  needs  of  the  United  States  as  well  as  those  of  Europe. 

As  to  the  third  possibility,  that  of  long-term  financing  through  inter- 
national agencies,  we  may  recall  the  insistence  of  the  Latin  American 
governments  at  the  preparatory  conferences  for  the  financial  and  eco- 
nomic agencies  of  the  United  Nations  in  1945,  that  such  agencies  should 
not  only  serve  the  rebuilding  and  rehabilitation  of  war-devastated  areas 
but  should  from  the  very  outset  be  prepared  to  aid  economically  little 
advanced  countries  in  raising  the  living  standards  of  their  population. 
The  major  role  in  this  respect  falls  to  the  International  Bank  for  Re- 
construction and  Development  of  which  all  the  Latin  American  coun- 
tries are  members.  It  can  probably  be  said  that  one  important  test 
of  the  efficacy  of  the  United  Nations,  from  the  point  of  view  of  the 
Latin  Americans,  will  be  whether  that  organization,  with  its  special- 
ized agencies,  will  be  willing  and  able  to  make  important  contributions 
to  this  end  in  the  near  future.  Whether  this  will  be  possible  will  depend 
on  the  general  development  of  international  political  relations.  If  the 
present  drift  back  toward  unlimited  power  politics  centered  around  two 
predominant  power  blocs  should  continue,  and  if  thus  the  spectre  of 
another  world  war  should  be  intensified,  it  seems  very  unlikely  that  the 
United  Nations  or  any  of  its  agencies  could  acquire  real  importance. 
Under  these  circumstances  the  International  Bank  for  Reconstruction 
and  Development  could  hardly  expect  to  raise  adequate  capital  resources 
through  the  sale  of  its  debentures  on  the  United  States  capital  market, 
as  its  stability  and  financial  soundness  would  be  open  to  very  serious 
doubts.  Yet,  this  would  be  necessary  in  order  to  enable  the  Bank  to  un- 
derwrite large-scale  development  projects  in  Latin  America. 

5 According  to  World  Report  (October  28,  1947,  p.  1 1),  “meeting  Europe’s  request 
would  require  Canada  and  Latin  America  to  step  up  their  shipments  to  the  Marshall 
Plan  area  25  or  30  per  cent  above  1946  levels.” — Secretary  of  State  George  C.  Mar- 
shall testified  before  the  Senate  Foreign  Relations  Committee,  on  January  8,  1948, 
that  of  the  initial  appropriation  of  $6.8  billions,  for  the  first  fifteen  months,  between 
$2,000,000,000  and  2,500,000,000  would  be  spent  for  goods  bought  in  Latin  America. 
(The  Nev)  York  Herald  Tribune,  Jan.  9,  1948,  p.  14.) 
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On  the  other  hand,  if  we  should  succeed  in  laying  a sound  groundwork 
for  a constructive  system  of  world  organization  in  the  next  few  years, 
the  International  Bank  would  be  the  logical  agency  for  financing  proj- 
ects which  by  their  nature  cannot  be  expected  to  appeal  directly  to  the 
average  private  investor.  Such  projects  should  be  sponsored  on  a truly 
international  basis  in  order  to  avoid  the  impression  of  undesirable  inter- 
ference by  one  great  commercial,  industrial  and  political  power  in  the 
affairs  of  smaller  or  weaker  nations.  The  tremendous  potentialities  of 
this  type  of  international  planning,  particularly  in  fields  like  soil  con- 
servation, irrigation,  drainage,  flood  control,  production  of  hydro- 
electric power,  sanitation  of  tropical  areas,  transportation,  large-scale 
settlement  and  colonization  have  hardly  been  investigated  in  application 
to  many  promising  regions  of  Latin  America. 

One  of  the  first  projects  of  UNESCO  (United  Nations  Educational, 
Scientific  and  Cultural  Organization)  calls  for  research  into  the  possi- 
bilities of  improving  living  conditions  in  the  Amazon  basin — probably 
the  largest  and  potentially  one  of  the  most  promising  unexplored  regions 
in  the  world  today.®  Specialists  from  four  European  countries  and  the 
United  States  will  join  with  experts  from  the  six  South  American 
countries  directly  affected.  It  is  to  be  hoped  that  international  research 
like  this,  embracing  both  the  physical  and  social  environment,  will  be 
undertaken  in  other  instances,  and  that  it  will  be  carried  out  in  such  a 
way  as  to  provide  sufficiently  concrete  and  exact  data  to  serve  as  basis 
for  long-term  development  enterprises. 

It  has  been  pointed  out  before  that  United  States  participation  in  large 
scale  development  projects  in  Latin  America  will  have  to  be  prepared  to 
admit  a considerable  degree  of  control  by  Latin  American  governments. 
However,  the  foregoing  discussion  should  not  cause  the  impression  that 
there  is  no  future  in  Latin  America  for  farsighted  private  enterprises.  A 
most  interesting  initiative,  which  deserves  serious  attention,  has  recently 
come  under  way  in  Brazil  and  Venezuela.  It  is  the  American  Inter- 
national Association  for  Economic  and  Social  Development  financed 
chiefly  by  Mr.  Nelson  A.  Rockefeller,  formerly  Assistant  Secretary  of 
State  for  Latin  American  Affairs  and  Coordinator  of  Inter-American 
Affairs,  and  his  brothers.  This  Association  will,  for  example,  undertake 
projects  designed  to  improve  nutrition  and  agricultural  production 
through  training  of  technicians  and  teachers,  sale  of  fertilizers  and  hy- 
brid seed  corn  to  farmers,  demonstration  farms  and  irrigation,  combat 

6 See,  for  instance,  Earl  Parker  Hanson,  The  Amazon:  A New  Frontier?  New 
York:  Foreign  Policy  Association,  1944.  (Headline  Series  No.  45.) 
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plant  and  animal  diseases,  and  modernize  the  marketing  and  processing  of 
agricultural  products.  It  will  also  promote  greater  utilization  of  the 
enormous  fishery  resources  of  the  coastal  waters  of  Latin  America.  Thus 
it  will  provide  higher  incomes  to  the  producers  and  better  and  more 
ample  supplies  at  lower  prices  to  the  low-income  masses  of  city  con- 
sumers and  create,  in  both  cases,  better  health,  higher  productive 
capacity,  more  purchasing  power,  and  demand  for  a greater  variety  of 
goods. 

The  most  challenging  aspect  of  the  project  is  perhaps  its  method  of 
financing,  through  private  sources.  It  is  based  on  the  idea  that  the  pri- 
vate enterprise  system  can  survive  only  if  it  proves  that  it  is  willing 
and  able  to  contribute  directly  to  the  well-being  of  economically  back- 
ward peoples  through  long-term  planning;  and  that  it  is  good  business 
for  private  capital  to  invest  considerable  funds  in  enterprises  designed 
for  this  purpose.  The  Rockefellers  have  so  much  confidence  in  the  eco- 
nomic soundness  of  their  initiative  that  they  expect  “ordinary”  business 
corporations  to  take  over  these  projects  after  a while  on  a self-support- 
ing basis.  The  Venezuela  Basic  Corporation,  which  is  part  of  this  cam- 
paign, is  partly  financed  by  United  States  and  British-Dutch  oil  com- 
panies operating  in  that  country. 

Similar,  though  less  comprehensive,  plans  have  been  advanced  in  re- 
cent years  by  the  United  Fruit  Company,  the  largest  single  business 
concern  in  Central  America.  The  Company  has  founded  and  maintains 
an  agricultural  training  school  for  Central  Americans  and  aids  small 
farmers  in  growing  marketable  commodities  for  their  own  account. 

Vast  and  potentially  productive  areas  have  recently  been  opened  to 
systematic  settlement  and  commercial  production,  through  the  building 
of  highways  and  railroads  and  the  advance  of  air  transportation.  Those 
areas  require  long-term  investments  for  adequate  development.  They 
include  parts  of  the  southwest  of  Brazil,  the  eastern  lowlands  of  Bolivia, 
the  eastern  slopes  of  the  Andes  in  Peru’s  “montana,”  and  regions  in 
Central  America  near  completed  stretches  of  the  Inter-American  High- 
way. Aside  from  the  production  for  the  growing  domestic  markets, 
there  are  good  prospects  for  expansion  of  exports  of  such  commodities 
as  silk  from  Brazil  and  Chile,  flax  from  the  highlands  of  Peru,  wine 
from  Argentina,  Chile  and  Peru,  fresh  fruits  from  Argentina  and  Chile, 
dairy  products  from  Argentina  and  Uruguay,  abaca  and  other  fibers 
from  Central  America  and  the  West  Indies,  cacao,  oil-bearing  nuts  and 
plants,  insecticides,  balsa,  and  hardwoods  from  various  tropical  coun- 
tries. Tourist  trade  from  the  United  States  shows  promise  to  develop 
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into  a major  industry  with  the  improvement  of  means  of  transportation 
and  hotels. 

Sir  John  Boyd  Orr,  in  a recent  article"^  warned  that  “we  must  not 
deceive  ourselves  by  assuming  that  the  present  food  shortage  will  end 
with  the  1948  harvest.  The  shortage  will  continue  for  many  years.  It 
is  estimated  that,  taking  account  of  the  anticipated  increase  in  the 
population  of  the  world,  food  production  will  have  to  be  increased  in 
the  next  twenty-five  years  by  1 1 o per  cent  to  provide  enough  food  for 
the  whole  population  of  the  world.” 

The  Food  and  Agricultural  Organization  of  the  United  Nations,  in  a 
recent  report  on  the  world  food  situation,®  after  calling  attention  to  the 
still  prevailing  desperate  food  shortage  in  large  areas  and  “the  chronic 
malnutrition  of  half  the  world’s  population,”  pointed  at  Latin  America 
and  Africa  as  “two  safety-valves  for  relieving  the  growing  pressure 
of  world  population  upon  the  world  food  supply.  . . . Both  continents 
are  sparsely  populated,  with  great  undeveloped  or  partially  developed 
land  resources.  Both  could  produce  food  far  in  excess  of  their  own  needs. 
The  possibilities  are  as  yet  unexplored  and  uncomprehended.” 

In  so  far  as  most  of  Latin  America  is  concerned,  this  is  true.  How- 
ever, in  order  to  bring  those  enormous  possibilities  closer  to  realiza- 
tion, six  principal  elements  are  indispensable: 

(1)  Additional  capital  for  providing  basic  requirements  for  more 
economic  production,  transportation,  andjmarketing,  as  well  as  better 
health,  housing,  nutrition,  and  education; 

(2)  Immediate  inception  of  systematic  and  comprehensive  measures 
of  reforestation  and  soil  conservation  designed  to  remedy  soil  erosion 
which  is  now  threatening  ever  wider  areas  of  Latin  America,  and  is 
likely  to  spread  even  faster  with  the  extension  of  highways,  unless 
counteracted  by  such  measures;® 

7 “Program  to  Meet  the  World’s  Food  Crisis.”  New  York  Times  Magazine,  Septem- 
ber 9,  1947,  p.  9. 

8 The  State  of  Food  and  Agriculture:  194-7.  Prepared  for  the  Third  Session  of  the 
Conference  of  the  Food  and  Agricultural  Organization  of  the  United  Nations, 
Geneva,  August  25,  1947,  pp.  18,2. 

9 See  in  this  connection  the  most  timely  and  impressive  expert  warnings  of  William 
Vogt:  Report  on  Activities  of  the  Conservation  Section,  Division  of  Agricultural  Co- 
operation, Pan  American  Union,  1943-1946  (1946);  studies  on  the  population  and 
natural  resources  of  Costa  Rica,  El  Salvador,  and  Venezuela  (1946),  all  published  by 
the  Pan  American  Union,  Washington,  D.  C.;  “Comment  on  Forest  Products  in 
Latin  America,”  Journal  of  Forestry,  vol.  45,  No.  9,  1947,  pp.  686-687;  ^nd  Informe 
de  la  Comisidn  del  Consejo  Directivo  de  la  Union  Panamericana  relativo  al  programa  de  la 
Conferencia  Interamericana  sobre  la  Conservacion  de  los  Recursos  Naturales  Renovables 
(!947)- 
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(3)  Additional  labor  supply  which  in  most  cases  can  be  had  in  the 
foreseeable  future,  only  through  immigration — an  expedient  which  would 
seem  particularly  appropriate  and  beneficial  for  all  concerned,  when  we 
consider  the  plight  of  the  millions  of  displaced  or  otherwise  destitute 
persons  in  war-ravaged  Europe,  whose  working  capacity  is  permitted  to 
go  to  waste  because  of  the  utter  lack  of  constructive  and  concerted 
plans  for  their  resettlement; 

(4)  A reasonably  attractive  and  stable  price  level  for  agricultural 
products  on  the  export  markets; 

(5)  Balanced  economic  policies  of  Latin  American  countries  which 
should  avoid  overemphasis  on  industrial  development,  thereby  draining 
labor  supply  away  from  the  agriculture  and  pushing  agricultural  pro- 
duction costs  too  high;  and 

(6)  A favorable  political  climate,  both  internal  and  international. 

4.  Long-Range  Agreements  on  Controversial  Issues 

One  conclusion  which  can  be  drawn  with  all  certainty  from  the  pre- 
ceding brief  and  necessarily  incomplete  discussion  is  this:  the  future 
development  of  inter-American  economic  relations  is  a vital  part  of 
world  organization  and  of  United  States  policy.  It  must  not  be  left  to 
the  haphazard  working  of  unforeseen  forces  and  to  the  improvisation  of 
shifting  policies  by  inadequately  trained  government  functionaries.  That 
policy,  as  well  as  any  other  aspect  of  our  external  economic,  cultural, 
and  political  relations,  would  be  safer  if  it  could  be  made  the  concern  of 
a much  larger  segment  of  the  people.  Indispensable  for  this  is  (a)  a 
clearer  understanding  of  the  importance  of  the  Latin  American  nations 
to  us  as  indispensable  partners  in  the  vital  enterprise  of  building  world 
peace;  (b)  a better  realization  of  the  fact  that  more  liberal  trade  poli- 
cies toward  Latin  America  arc  necessary  for  business  stability,  expand- 
ing production,  and  cheaper  and  more  plentiful  consumer  goods  in  this 
country;  and  (c)  much  more  thorough  knowledge  of  essential  aspects 
of  the  countries  to  the  south  of  us  and  a more  sympathetic  understand- 
ing of  their  viewpoints. 

This  last  objective  has  too  often  been  interfered  with  by  superficial 
and  unbalanced  reporting  and  interpretation  of  Latin  American  news  in 
this  country  by  journalists  and  commentators  and  by  sensational  partisan 
pronouncements  of  certain  politicians. 

What  we  need  increasingly  in  our  relations  with  Latin  America  is 
guidance  of  public  opinion,  government  and  business  policies  by  im- 
partial men  truly  representative  of  their  peoples.  Men  who  are  will- 
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ing  to  let  their  judgment  be  guided  by  considerations  of  those  basic  in- 
terests which  we  have  in  common,  by  the  welfare  of  the  public  instead 
of  small  groups,  and  by  the  findings  of  applied  science  instead  of  na- 
tionalistic emotions.  In  other  words,  we  definitely  need  a more  promi- 
nent participation  by  experts  who  are  equally  removed  from  the  two 
extremes  of  merely  sentimental  “do-gooding”  and  the  so-called  “real- 
ism” of  sterile  routine  diplomacy;  persons  who  should  not  be  subject  to 
either  political  or  business  influences,  and  who  can  formulate  basic  lines 
of  policy  which  will  appeal  to  the  common  sense  of  the  peoples  con- 
cerned. 

A promising  start  in  this  direction  was  made  in  1946  with  the  First 
Meeting  of  Technicians  on  Problems  of  Central  Banking  of  the  Amer- 
ican Continent  (Western  Hemisphere)  held  in  Mexico  City  and  the 
formation  there  of  a Permanent  Committee  of  Inter-American  Central 
Banking  Technicians. 

The  most  significant  aspect  on  which  a long-term  agreement  based 
on  expert  study  and  mutual  concessions  must  be  reached  is  the  future  of 
United  States  capital  investments  in  Latm  America.  In  this  respect,  both 
parties  have  reason  to  complain  on  the  basis  of  past  experience.  The 
Latin  Americans,  as  we  have  seen,  have  resented  what  they  have  de- 
scribed on  many  occasions  as  onerous  conditions  for  loans  extended 
their  governments  through  United  States  and  other  foreign  banks  in  the 
1920’s;  the  discriminatory  treatment  of  Latin  Americans  by  foreign 
corporations;  and  the  meagre  benefits  accruing  to  Latin  American 
countries  from  foreign  exploitation  of  their  human  and  natural  resources. 

Foreign  investors  in  Latin  America,  on  the  other  hand,  have  reason 
to  complain  of  the  almost  universal  default  of  public  debts  by  Latin 
American  governments  since  the  early  1930’s  which  was  not  always 
followed  by  readiness  to  resume  debt  services  when  economic  condi- 
tions improved;  of  restrictive  policies  directed  against  foreign  enter- 
prises which  often  interfered  quite  seriously  with  the  sound  economic 
standing  of  such  enterprises;  and  of  certain  cases  of  more  or  less  outright 
expropriation  which  sometimes  came  close  to  confiscation. 

Latin  America  needs  foreign  capital  today  as  much  as  ever.  On  the 
other  hand,  foreign  capitalists  should  be  ready  to  recognize  that  Latin 
America  is  a potential  field  for  future  investments  which  probably  offers 
more  attraction  than  any  other  major  area  of  the  world  outside  of  the 
United  States  at  this  time.  However,  this  will  be  true  only  if  foreign 
investors  go  into  that  field  with  a full  understanding  of  certain  basic 
conditions  which  must  be  met.  The  most  important  is  perhaps  the 
willingness  of  the  foreigner  to  contribute  to  the  lasting  welfare  of  the 
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country  in  which  he  expects  to  make  a profit;  to  recognize  that  people 
of  economically  less  advanced  countries  will  not  stand  any  longer  for 
discriminatory  treatment;  that  United  States  eorporations  operating  in 
Latin  America  must  expect  to  deal  with  “native”  labor  on  essentially 
the  same  basis  as  that  to  which  they  are  accustomed  at  home;  and  that 
the  best  protection  against  nationalistic  reaction  is  full  cooperation  with 
Latin  American  capitalists  and  governments. 

In  this  last  respect  significant  developments  have  taken  place  within 
the  last  few  years.  A number  of  prominent  United  States  corporations 
in  such  fields  as  electrical  equipment,  agricultural  machinery, tires, 
chemicals  and  pharmaceuticals  and  others  participated  in  the  establish- 
ment of  plants  for  assembly  or  production  in  Brazil,  Colombia,  Mexico 
and  elsewhere,  in  conjunction  with  both  private  and  public  capital  from 
Latin  America.  In  most  cases  the  majority  of  the  stock  is  held  by  Latin 
Americans.  Such  firms  are  incorporated  under  the  laws  of  the  respec- 
tive Latin  American  nation.  Sometimes  existing  small  and  anemic 
plants,  domestically  financed,  are  used  as  nuclei  for  such  more  ambitious 
enterprises.  A similar  set-up  is  now  being  developed  for  the  construc- 
tion and  management  of  a chain  of  hotels  in  Latin  American  cities  and 
resort  places. 

It  is  evident  that  considerable  mutual  benefit  can  be  expected  from 
these  arrangements.  To  the  Latin  Americans  they  provide  the  necessary 
capital,  the  experience  and  skill  of  technicians  and  business  executives 
from  the  United  States,  and  the  opportunity  to  take  advantage  of  the 
most  recent  advancements  of  technology.  They  also  give  them  an  op- 
portunity to  have  young  nationals  trained  for  responsible  positions  in 
industry.  To  the  North  Americans  they  provide  opportunities  for  profit- 
able long-term  capital  investments,  access  to  promising  and  rapidly  ex- 
panding markets  which  otherwise  would  be  practically  closed  to  them 
through  protectionist  tariffs,  and,  quite  often,  a virtual  monopoly  on 
such  markets  because  of  the  existing  tariff  and  administrative  protection 
which  drastically  reduces  competition. 

Of  course,  we  should  never  lost  sight  of  the  fact  that  it  is  not  enough 
that  foreign  loans  to  Latin  America  and  private  United  States  capital  in 
that  area  be  invested  in  productive  enterprises  and  that  such  loans  and 
investments  stimulate  production.  In  order  to  make  regular  debt  service 
and  transfer  of  earnings  possible,  they  must  also  stimulate  exports — 
directly  or  indirectly.  And  this  depends,  to  a large  extent,  on  the  willing- 
ness of  this  country  to  admit  larger  imports  and  on  the  development  of 
the  international  scene  in  general. 

The  creation  of  an  atmosphere  of  mutual  confidence  which  is  so 
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necessary  for  the  promotion  of  foreign  capital  investments  could  be 
stimulated  through  the  adoption,  by  the  governments  of  all  American 
republics,  of  a code  for  the  protection  and  regulation  of  foreign  invest- 
ments. Such  a code  should  contain  clear  definitions  of  the  rights  and 
duties  of  the  investors  and  of  the  countries  in  which  such  investments 
are  made.^®  This  matter  could  well  be  made  a topic  at  the  Inter-American 
Economic  Conference  which  is  scheduled  for  1948. 

Another  very  important  subject  of  study  concerns  the  lines  of  produc- 
tion which  deserve  promotion  in  Latin  America.  It  seems  high  time  to  call  a 
halt  to  the  overoptimistic  trend  of  opinion  which  has  made  its  appear- 
ance not  only  in  Latin  America  but  even  in  the  United  States  and  which 
pronounces  itself  almost  indiscriminately  in  favor  of  industrialization 
of  Latin  American  countries.  A favorite  argument  of  this  school  of 
thought  is  that  industrialization  promotes  higher  living  standards  and 
that,  while  certain  export  industries  in  countries  of  older  industrial  de- 
velopment may  be  expected  to  suffer,  others  and  more  important  ones, 
particularly  those  producing  machinery  and  other  capital  goods  and 
more  specialized  and  higher  priced  consumer  goods,  will  see  their  sales 
to  Latin  American  countries  expand  because  of  the  increased  purchas- 
ing power  which  is  bound  to  follow  in  the  path  of  industrialization. 

This  argument  assumes  that  any  industrialization  creates  higher  liv- 
ing standards  and  thus  enables  people  to  buy  a greater  variety  and 
quantity  of  consumer  goods.  However,  this  will  happen  only  if  new 
industries  produce  and  sell  at  prices  not  higher  than  those  of  imported 
articles.  It  is  reasonable  to  admit  that  young  industries  in  young  coun- 
tries cannot  be  expected  to  produce  from  the  very  beginning  as  cheaply 
and  as  efficiently  as  more  highly  developed  ones  with  vastly  greater  ex- 
perience, in  countries  of  long  industrial  development.  Yet  it  is  important 
to  distinguish  between  those  industries  which  can  reasonably  be  ex- 
pected to  be  able  to  stand  on  their  own  feet  after  a few  years  and 
those  which  will  require  tariff  protection  or  subsidizing  by  govern- 
ment and  the  consuming  public  indefinitely,  because  of  their  unfavorable 
cost  basis  due  to  inconvenient  location  of  raw  material  supplies,  strictly 
limited  demand,  inadequate  labor  supply  or  other  causes  inherent  in  the 

10  Proposals  in  this  connection  were  made  by  the  Second  Plenary  Meeting  of  the 
Permanent  Council  of  American  Associations  of  Commerce  and  Production  in  1944. 
(Policies  adopted  by  the  Meeting,  Washington,  D.  C.:  United  States  Committee  to 
the  Permanent  Council,  n.  d.,  pp.  10-12.)- — See  also  Chapter  III,  Article  12  (“Inter- 
national Investment  for  Economic  Development”)  of  the  Geneva  Draft  of  an  Inter- 
national Trade  Charter  (1947). 
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national  economic  structure. For  example,  it  must  be  very  seriously 
doubted  if  every  one  of  about  half  a dozen  Latin  American  countries 
which  are  now  feverishly  engaged  in  creating  steel  industries  of  their 
own  can  hope  to  see  those  industries  stand  on  their  own  feet  econom- 
ically in  the  calculable  future.  It  is  easy  to  see  how  excessive  prices 
charged  for  a basic  material  like  steel  will  reflect  throughout  the  eco- 
nomic life  of  those  countries  and  will  contribute  to  pushing  up  the 
general  price  level,  thus  endangering  the  competitive  position  of  Latin 
American  export  articles  in  the  world  market. 

Another  danger  is  presented  by  the  fact  that  any  industry  once  cre- 
ated, even  with  the  understanding  that  it  will  enjoy  protection  only  for 
a limited  period,  as  an  “educational”  measure,  is  likely  to  insist  on  an 
indefinite  continuation  of  such  protection,  as  is  borne  out  by  many 
costly  experiences  in  countries  all  over  the  world.  In  actual  practice 
there  is  hardly  such  a thing  as  graduation  of  an  industry  from  the  stage 
of  educational  protection  into  the  mature  life  of  free  competition,  or  even 
less,  the  abandoning  to  its  fate  of  an  industry  which  has  clearly  demon- 
strated its  inability  to  survive  free  foreign  competition. 

This  complex  of  problems,  perhaps  more  than  any  other,  is  exposed 
to  the  pleading  of  special  and  powerful  interest  groups  and  has  an  emo- 
tional appeal  which  makes  rational  decisions  on  the  basis  of  economic 
reason  exceedingly  difficult.  This  is  one  more  reason  why  a comprehen- 
sive and  at  the  same  time  detailed  study  of  industrial  development  pos- 
sibilities in  Latin  America  by  a group  of  well-qualified,  impartial  spe- 
cialists representing  all  countries  concerned  and  removed  as  much  as 
possible  from  political  and  special  business  interests  appears  to  be  an 
absolute  necessity.  This  might  be  a first  step  toward  the  formation  of  a 

11  The  Permanent  Council  of  American  Associations  of  Commerce  and  Production 
declared  in  1944:  “Acceleration  of  the  industrial  development  of  Latin  American 
countries — while  correcting  dangers  of  ‘one-crop’  culture  and  raising  the  standards 
of  living  of  the  population — has  its  natural  limits.  . . . For  the  purpose  of  consolidating 
such  industrial  progress  distinction  must  be  drawn,  in  each  country,  between  in- 
dustries capable  of  normal  establishment  and  those  emergency  industries  set  up 
under  the  exceptional  circumstances  of  war  and  still  further,  those  other  industries 
the  survival  of  which  is  possible  only  by  means  of  special  cooperation  between 
groups  of  countries.  . . . The  Council  therefore  recommends:  That  in  postwar 
protection  of  industries  only  those  be  favored  which  offer  sufficient  vitality  to 
establish  themselves.  . . (Policies  Adopted  by  the  Second  Plenary  Meeting  of  the 
Permanent  Council  of  American  Associations  of  Commerce  and  Production,  Washington, 
D.  C. : United  States  Committee  to  the  Permanent  Council,  n.  d.,  pp.  7-8.)  This 
statement  is  particularly  interesting  because  it  came  from  a private,  inter-American 
group  of  industrialists.  Unfortunately,  there  is  little  if  any  evidence  of  its  having 
been  implemented  since  the  end  of  the  war. 
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public  opinion  throughout  the  Americas  in  favor  of  a balanced  develop- 
ment of  hemisphere  resources  taking  into  account  all  legitimate  aspira- 
tions of  all  the  peoples  concerned. 

Recent  trends  in  Mexico  and  other  countries  to  the  south  show  a dan- 
gerously exaggerated  preoccupation  with  development  of  industries 
coupled  with  a comparative  neglect  of  agriculture.’^®  Some  of  our  neigh- 
bors seem  to  forget  that  industries  in  their  countries  for  a long  time  to 
come  will  depend  on  the  rural  population  as  customers.  As  long  as  the 
bulk  of  that  population  lives  practically  on  a subsistence  level  and  its 
purchasing  power  is  therefore  negligible,  the  internal  market  for  in- 
dustrial products  will  be  extremely  restricted.  An  anemic  peasantry— 
both  physically  and  economically — cannot  support  a growing  industrial 
superstructure.  Nor  can  the  absorption  of  part  of  the  rural  population 
into  industrial  pursuits,  with  a consequent  decline  of  the  output  of  food- 
stuffs and  raw  materials  and  higher  living  costs  for  the  urban  population, 
improve  the  situation.  This  was  demonstrated  in  Venezuela  and  Mexico. 
This  course  only  creates  a vicious  circle  of  inflated  prices  in  which 
industry  and  agriculture  chase  each  other. 

A truly  constructive  long-term  policy  of  economic  development 
would  start  from  the  assumption  that  the  basis  of  most  Latin  Ameri- 
can economies  inevitably  is,  and  will  continue  to  be,  agricultural;  that, 
therefore,  its  first  concern  must  be  raising  the  productivity  of  that 
branch;  that  cheap  supplies  of  seeds,  fertilizers,  implements,  machin- 
ery, furniture,  clothes,  medicines,  etc.,  for  the  rural  population  are 
essential  for  this,  even  though  they  have  to  be  imported  if  the  national 
product  is  too  expensive;  and  that  the  development  of  ambitious  indus- 
trial development  projects  should  wait  until  adequate  purchasing  power 
for  such  industries  by  the  agricultural  segment  of  the  national  economy 
is  assured,  thus  providing  better  prospects  for  relatively  large-scale 
production  and  a more  favorable  cost  structure. 

In  some  cases  the  present  trend  toward  accelerated  industrialization 

12  Another,  closely  related  topic  for  study  and  discussion  would  be  the  possibility 
of  an  inter-American  pact  under  which  all  governments  would  obligate  themselves 
to  adopt  legislation  against  the  operation  of  trusts  and  cartels  within  their  borders. 

13  A prominent  Colombian  daily  paper  recently  accused  Colombian  manufacturers 
of  importing  raw  materials  which  they  should  buy  domestically  and  asserted:  “Now 
we  face  the  problem  of  how  it  is  possible  to  extend,  to  agriculture,  the  prosperity  of 
the  protected  industries  which  are  going  to  be  even  more  protected.”  It  pleaded  for 
“extending,  to  all  Colombians,  the  superprotection  which  they  [the  transforming 
industries]  are  going  to  enjoy,  in  order  to  see  whether  agriculture  will  at  last  be 
launched  on  the  path  to  prosperity.”  El  Liberal  (Bogota),  No.  3,355,  November  3, 
1947- 
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suflfers  from  a lack  of  balanced  planning.  While  some  governments  are 
willing  to  invest  relatively  enormous  amounts  of  capital  in  ambitious 
projects  of  heavy  industries,  they  plead  lack  of  funds  when  asked  to  un- 
dertake effective  agrarian  reforms,  sanitation,  rural  electrification,  irri- 
gation, land  reclamation  and  conservation,  experimentation  with  and  in- 
troduction of  improved  varieties  of  crops  and  livestock,  planned  settle- 
ment and  immigration,  and  projects  designed  to  train  the  rural  population 
in  modern  methods  of  cooperative  production  and  marketing  and  in 
healthy  living,  home  economics,  and  domestic  crafts.  While  lip  service 
is  paid  to  all  these  pressing  tasks,  comparatively  little  is  being  done  in 
actual  practice.  In  observing  these  trends  one  is  sometimes  reminded  of 
the  long-standing  tendency  of  Latin  American  governments  to  erect, 
with  enormous  expenditures,  impressive  but  not  very  useful  public 
buildings  in  their  capitals,  while  leaving  their  small  towns  and  country- 
sides in  want  of  even  the  most  elementary  necessities.  One  can  only 
hope  that  the  same  disproportion  will  not  be  permitted  to  develop  be- 
tween showy  but  unprofitable  industries  and  the  agricultural  pursuits 
on  which  the  people  depend  for  their  basic  needs. 

We  have  expressed  ourselves  previously  as  opposed  to  preferential 
agreements  designed  to  create  a trade  monopoly  of  Pan-American  na- 
tions in  the  Western  Hemisphere.  No  sueh  system  of  preferential  treat- 
ment is  needed  to  stimulate  United  States  exports  to  our  neighbors  to 
the  south.  Our  general  policy  should  aim  at  all-round  expansion  of  trade 
through  promotion  of  living  standards  and  productive  power  rather  than 
at  artificial  exclusion  of  potential  competitor  nations  from  that  market. 
Some  competitors  of  prewar  times,  such  as  Germany  and  Japan,  have 
already  dropped  out.  It  is  quite  possible  that  we  shall  have  to  permit 
them  at  least  a partial  return  if  we  expect  them  to  feed  their  dense  popu- 
lations without  continuous  support  by  United  States  taxpayers.  In  this 
respect,  the  surprisingly  quick  return  which  Germany’s  export  trade 
staged  after  the  defeat  of  the  first  world  war  in  Latin  America  is  worth 
remembering.  On  the  other  hand,  the  infinitely  larger  destruction 
wrought  by  the  last  war  in  Germany  and  her  loss  of  important  raw  ma- 
terial resources  would  probably  preclude  an  early  comeback  at  this 
time.  Also,  the  rebuilding  of  the  German  merchant  marine,  in  the  past 
an  important  contributor  to  the  international  balance  of  payments  of 
Germany,  can  be  expected  to  be  more  difficult  and  slower  this  time. 

More  intensive  competition  in  Latin  America — one  of  the  very  few 
major  markets  of  increasing  purchasing  power  in  the  world  of  today — 
must  be  expected  on  the  part  of  Britain,  Belgium,  Holland,  Sweden, 
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Switzerland,  Canada  and,  possibly,  France,  Italy,^^  and  Czechoslovakia, 
in  view  of  the  intensified  need  especially  of  Britain  to  expand  her  ex- 
ports in  order  to  be  able  to  maintain  her  imports  on  a level  commensu- 
rate with  the  needs  of  her  consumers. 

The  British  drive  not  only  to  reconquer  their  export  markets  but  to 
expand  them  over  the  prewar  status,  has  produced  some  remarkable  re- 
sults in  Latin  America.  British  exports  to  Brazil  in  1938  were  £5,185,- 
294;  in  1945  they  had  dropped  to  £3,426,284;  in  1946  they  increased  to 
£i  1,812,459.  The  last  figure  is  certainly  influenced  by  the  accumulated 
demand  for  imported  goods  and  does  not  necessarily  offer  a standard 
whereby  to  measure  Britain’s  long-range  competitive  power.  Neverthe- 
less, it  does  speak  highly  for  the  British  ability  to  cater  to  an  important 
export  market  under  difficult  conditions.  However,  British  purchases 
from  Brazil  increased  even  more  than  her  sales  to  that  country,  and  so 
did,  consequently,  Britain’s  unfavorable  balance  of  trade.  British  imports 
from  Brazil  were  £7,661,315  in  1938,  £21,408,810  in  1945  and  £21,- 
833,399  in  1946. 

The  transfer  of  the  Argentine  railways  from  British  to  Argentine 
ownership  will  probably  cause  the  Argentines  to  turn  to  the  United 
States  for  the  purchase  of  equipment,  and  this  will  cause  a noticeable 
loss  to  British  export  interests.  The  same  is  true  in  connection  with  the 
liquidation  of  British  holdings  of  public  utilities  in  several  parts  of  Latin 
America. 

In  certain  fields,  such  as  automobiles,^®  agricultural  machinery,  busi- 
ness machines,  machine  tools,  and  electrical  supplies,  the  position  of  the 
United  States  is  so  strong  that  it  has  little  to  fear  from  competition  on  a 
free  market.  On  the  other  hand,  an  important  and  as  yet  uncertain  factor 
is  the  availability  of  dollar  exchange,  particularly  in  those  countries  of 
Latin  America  which  have  not  had  a favorable  balance  of  trade  with  the 
United  States  before  the  war  and  cannot  expect  to  have  one  in  the  near 
future.  For  example,  whether  Argentina  and  Uruguay  will  be  able  to 
expand  their  imports  of  United  States  goods  will  depend  on  the  possi- 
bility of  restoring  the  triangular  trade  relationship  which  existed  in  for- 

14  A remarkable  revival  of  industrial  exports  from  Italy  to  Uruguay  was  reported 
in  the  fall  of  1947 — after  Uruguay  had  exhausted  her  war-accumulated  dollar  ex- 
change in  the  United  States. 

15  Figures  according  to  The  Statist,  London,  quoted  in  Brazilian  Bulletin,  New  York, 

July  15,  1947,  p.  6.  ^ 

16  According  to  Emilio  Lopez  Frugoni,  a delegate  from  Argentina  to  the  General 
Assembly  of  the  Inter-American  Federation  of  Automobile  Clubs  and  former  Chief 
of  the  Argentine  Public  Roads  Bureau,  at  least  2,500,000  cars  are  needed  in  South 
America  for  replacement.  (See  “Automobiles;  Shortage,”  The  New  York  Times, 
September  ii,  1947.) 
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mer  times  between  them,  Great  Britain,  and  the  United  States.  This  in 
turn  will  depend  on  whether  multilateral  world  trade  will  be  restored  or 
whether  the  British  will  be  forced  to  shut  themselves  indefinitely  in  a 
system  of  “soft”  currency  which  would  probably  be  implemented  with 
barter  trade  agreements  with  other  parts  of  the  world. 

Of  course,  dollar  exchange  would  be  more  plentiful  in  some  countries 
to  the  south,  and  consequently  sales  prospects  more  favorable,  if  we 
should  resume  stockpiling  of  “strategic”  raw  materials,  such  as  tin,  cop- 
per, lead,  uranium,  vanadium,  wolfram,  and  antimony,  for  defense 
purposes.^^ 

5.  More  hnemive  Training  for  Inter-American  Work 

Aside  from  these  fundamental  factors  which  cannot  be  determined 
with  anything  like  certainty  at  this  time,  there  are  certain  measures 
which  can  be  expected  to  contribute  to  an  increase  of  inter-American 
trade  under  more  or  less  normal  conditions.  There  is  still  vast  room  for 
improvement  in  regard  to  inter-American  credit  practices,  marketing 
techniques,  commercial  propaganda,  selection  of  business  representa- 
tives, customs  procedures,  travel  formalities,  including  the  expensive 
nuisance  of  passports  and  visas,  cumbersome  currency  transfers,  etc. 
Insufficient  attention  has  frequently  been  paid  to  local  consumers’  habits 
and  tastes  and  to  particular  packaging  needs.  Complaints  from  Latin 
Americans  that  North  American  firms  are  unwilling  to  extend  to  foreign 
customers  more  favorable  credit  conditions  such  as  European  firms  are 
willing  to  do,  are  frequent.  Until  recently  the  prevailing  type  of  repre- 
sentatives of  United  States  firms  in  Latin  America  was  in  many  cases 
unsatisfactory.  Relatively  very  few  North  Americans  were  willing  to 
make  their  homes  in  the  countries  to  the  south  and  stay  there  long 
enough  to  acquire  an  intimate  knowledge  and  understanding  of  their 
environment  and  to  establish  those  personal  relationships  based  on  mutual 
sympathy  and  trust  which  arc  so  essential  for  business  success  in  Latin 
countries.  High  pressure  sales  methods  often  defeated  their  purposes 
and  inadequate  willingness  to  make  concessions  to  local  customs  did 
incalculable  harm  to  North  i\.merican  export  interests  in  that  area. 

This  brings  us  to  a requirement  whose  importance  can  hardly  be  over- 
emphasized: the  need  for  more  adequate  education  of  both  North  and 
Latin  Americans  for  effective  work  not  only  in  the  field  of  trade  promo- 

17  According  to  recent  newspaper  reports,  stockpiles  are  now  being  accumulated. 
Among  the  important  Latin  American  export  commodities  affected  thereby  are 
petroleum,  tin,  molybdenum,  tungsten,  copper,  platinum,  wool,  cork,  leather, 
mahogany,  and  natural  rubber.  (“U.  S.  Steps  up  Stockpiling  of  War  Materials.”  New 
York  Herald  Tribune,  October  19,  1947.) 
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tion  between  American  countries  but  also  in  sucb  fields  as  technology, 
agriculture,  social  work,  and  sanitation,  as  applied  to  Latin  America. 
Training  is  needed  not  only  on  the  “higher”  level  but,  perhaps  even  more 
urgently,  in  the  “know-how”  of  industrial  techniques,  mechanical  arts, 
sanitary  practices,  etc.,  for  foremen,  workers,  farmers,  and  elementary 
school  teachers  in  Latin  America. 

In  all  these  fields  we  need  North  Americans  willing  and  able  to  learn 
the  languages  of  Latin  America  for  actual  use,  to  become  thoroughly 
acquainted  with  the  needs,  traditions,  customs,  and  idiosyncrasies  of 
those  people  in  order  to  be  able  to  make  real  and  lasting  contributions  to 
our  common  welfare.  Only  too  often  has  it  become  evident  in  the  recent 
past  that  even  the  best  engineers,  agronomists,  and  efficiency  experts 
from  the  United  States  will  be  of  little  use  in  countries  whose  language 
and  special  conditions  they  do  not  know.  What  is  needed  is  much  more 
than  hasty  and  inevitably  superficial  training  courses.  A thorough  ac- 
quisition of  essential  facts  and  techniques  is  necessary;  but  this,  in  order 
to  be  useful,  must  be  accompanied  by  the  creation  of  positive  human 
attitudes  and  relationships  with  peoples  of  different  races,  cultures,  and 
nationalities,  on  a working,  every-day  basis. 

A promising  start  has  been  made  in  this  respect  with  the  introduction 
of  special  courses  and  curricula  in  a number  of  United  States  colleges 
and  universities  and  with  the  establishment  of  at  least  one  institute  espe- 
cially devoted  to  this  task.  An  increasing  number  of  summer  schools  for 
North  American  students  in  Latin  America  are  also  welcome  contribu- 
tions in  this  respect.  Sizable  numbers  of  young  Latin  Americans  have 
come  to  United  States  colleges  and  graduate  schools,  and  some  also  re- 
ceive practical  training  in  certain  trades. 

Yet,  much  more  remains  to  be  done.  Even  today  we  do  not  have  in 
this  country  one  center  of  Latin  American  studies  as  well  equipped  and 
staffed  as  were  at  least  two  such  centers  established  in  Germany  as 
early  as  the  1920’s.  Social  research  in  Latin  America,  in  cooperation 
with  specialists  of  the  countries  concerned,  developed  during  the  last 
war.  However,  much  of  it  was  sporadic  and  it  is  far  from  being  ade- 
quately supported  to  meet  the  pressing  needs  for  better  information  in 
such  fields  as  basic  and  agricultural  economy,  market  analysis,  transpor- 
tation, rural  development,  colonization,  etc.^^ 

18  For  a more  detailed  discussion  see  the  following  articles  by  the  author:  “Inter- 
American  Cooperation  between  Social  Scientists,”  The  Social  Sciences  in  Mexico 
and  South  and  Central  America  (Mexico,  D.  F.) , I,  2,  1947;  “Problemas  de  investigacion 
en  el  terreno  de  la  sociologia  y la  ciencia  poh'tica  de  la  AmAica  Latina,”  Revista 
Mexicana  de  Sociologia  (Mexico,  D.  F.),  IX,  i,  1947;  and  “A  Higher  School  of  Latin 
American  Studies — A Step  Overdue,”  The  Inter-American  Quarterly  (Washington, 
D C.),  Ill,  3,  1941. 
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But  perhaps  even  more  important  than  providing  facilities  for  formal 
learning  and  research  is  the  need  for  the  strengthening  and  widening  of 
contacts  between  individuals.  Tourist  travel  is  by  no  means  sufficient 
for  this  purpose.  Under  certain  circumstances,  when  undertaken  without 
adequate  preparation,  it  can  do  and  has  done  more  harm  than  good,  from 
a psychological  point  of  view.  More  productive  of  real  understanding 
would  be  a more  intensive  exchange  of  students  and  teachers,  provided 
the  visitors  are  willing  and  able  to  share  the  every-day  life  of  their  host 
countries;  and  frequent  meetings  of  businessmen,  professionals,  artists, 
scholars,  journalists,  and  other  persons  with  common  vocational  or  in- 
tellectual interests  from  various  countries  of  the  Western  Hemisphere. 
Such  meetings  would  not  necessarily  have  to  conform  to  a strict  agenda 
but  should  provide  ample  oppoitunity  for  a meeting  of  minds  by  means 
of  informal  discussions  of  diverse  experiences  and  viewpoints. 

In  the  last  analysis,  efforts  in  this  direction,  more  than  anything  else, 
could  be  expected  to  contribute  towards  a better  understanding,  and 
thus  to  provide  a solid  basis  for  ironing  out  conflicts  and  arriving  at  a 
settlement  of  economic  problems  which  otherwise  will  become  an  in- 
creasingly disturbing  and  potentially  destructive  element  in  inter- 
American  relations. 


Conclusions 

It  seems  unlikely  that  we  shall  be  able  to  induce  our  neighbors  to  the 
south  to  give  full  rein  to  free  international  trade  and  to  the  free  private 
enterprise  system,  whose  benefits  most  of  them  have  never  tasted  in  the 
past.  The  best  we  can  hope  to  achieve  is  a long-term  understanding 
which  would  preclude  an  excess  of  uneconomical  protectionism,  anti- 
foreign  legislation  and  governmental  regimentation,  while  satisfying  the 
Latin  American  demand  for  a minimum  measure  of  guarantee  against 
the  abuse  of  economic  power  by  strong  concentrations  of  capitalist  en- 
terprises, national  or  foreign.  Such  an  understanding  would  have  to  rest 
on  the  following  basic  assumptions : • 

a)  The  maximum  development  of  the  human  and  natural  resources  of 
Latin  America  is  in  our  best  interests  as  much  as  in  that  of  the  inhabit- 
ants of  that  area. 

b)  Such  development  cannot  be  attained  in  any  foreseeable  future 
without  considerable  participation  of  outside  capital,  technical  skill 
and  experience,  and  additional  manpower. 

c)  The  Latin  Americans  are  entitled  to  the  major  share  in  the  ad- 
vantages accruing  from  development  projects. 
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d)  The  predominance  of  any  one  foreign  nation  by  virtue  of  its  over- 
whelming economic  power  is  undesirable  because  of  the  nationalistic  re- 
action it  would  inevitably  provoke. 

e)  Certain  differences  in  basic  economic  policies  between  I>atin  and 
Anglo-Americans,  especially  in  regard  to  the  role  of  the  state  in  eco- 
nomic life,  will  have  to  be  accepted  and  reconciled  through  mutual  con- 
cessions. 

f)  For  the  success  of  long-range  economic  development  projects, 
whether  they  be  financed  by  nationals  or  foreigners  or  whether  they 
be  undertaken  by  private,  public  or  mixed  concerns,  it  is  absolutely 
indispensable  that  they  produce  better  living  standards  for  the  masses  of 
the  peoples.  If  they  fail  to  do  this,  social  conflicts  will  be  intensified, 
socialist  and  nationalist  tendencies  will  grow,  political  c.xtremists  of 
both  fascist  and  communist  persuasion  will  become  more  powerful  and 
growing  political  instability  will  jeopardize  the  future  of  business  enter- 
prises in  the  entire  area. 

g)  It  would  be  utterly  unrealistic  and  futile  on  our  part  to  attempt  to 
convince  the  Latin  Americans  of  the  necessity  of  liberalizing  the  inter- 
national exchange  of  goods,  capital,  and  manpower  unless  we  ourselves 
are  determined  not  only  to  do  the  same  but  to  take  the  lead  in  this  re- 
spect by  providing  the  following  basic  prerequisites  for  such  a policy: 
(i)  Encouragement  of  imports  on  a non-discriminatory  basis;  (2)  a high 
degree  of  internal  business  stability;  (3)  avoidance  of  extreme  and 
abrupt  changes  of  the  price  level  of  United  States  products;  (4)  a respon- 
sible investment  policy  abroad. 


96 


APPENDIX 


C/D 


00  nO  f.4 

•—  r*  Qs  w-»  sO  oo 

M M 


< 

c/5 

D 

Q 

Z 

<1 

y 

5 

w 

S 

c 

z 

H 

<1 


O nO  O tJ-  O'  O 

M O'  ^ ^ 

M — ^4  fsl  r4  1^ 


'rf- 

O 


rA  nO  O' 

O'  O'  CO  o 


tJ-  CO 
M r» 


o ^ 

^ M 


O' 


00  tJ"  CO 

00  00  o O'  O 

M M M M M 


o O'^^'O  <M  1—00  O' 
X'r^'O'Oo-.Oi—  — 


X 

X 


CQ 

< 

h 


Z 


c/5 


w 


u 


oi 

D-i 


W 

J 

<J 

c/5 

w 

J 

O 

E 


«S  M rJ 

tJ-  nO  'O 
O'  *-  - - 


^ 00  Tj- 

M r-.  o - 


O' 


O'O'^  o ^o  ^ — 

r^  — oo  — ':t-00 


r4 

O 


O' 


OO  O"0  — 
O — O'  O' 


Uh 

o 

c/5 

Qi 

w 

Cfl 

s 

D 

z 


Q 

Z 


O'  'O  r<N  O' 
r<%  O'  O'  O' 
O 


f'*'.  r'-.  O' 

O O O'  00 


3 

Oh 


X Oi 

2 

•-  51  X 


5 


CJ  O 

hJ 

<1U 


ali 


'v 

Oh 


<u 

w 

13  c^ 
3 'o 
Sj  ^ 
c • = 

> D 


C.  o 

rt  o 

O -- 


a.  cS 

X -< 


97 


Source:  Monthly  Bulletin  of  Statistics,  Statistical  Office  of  the  United  Nations,  No.  ii,  November,  1947,  Table  58. 
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3 Base:  1939—1940 — 100,  food  only. 

4 Base:  1938 — loo. 

6 Cost  of  food,  coal,  and  soap. 

In  all  cases,  except  Cuba  and  the  United  States,  prices  are  those  in  the  capital  city. 

Source:  Monthly  Bulletin  of  Statistics,  Statistical  Office  of  the  United  Nations,  No.  1 1,  November,  1947,  Table  57. 
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